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FRIDAY, APRIL 6, 1951 


Unrrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
F-39, the Capitol, Hon. Burnet R. Maybank, chairman of the sub- 
committee, presiding. 

Present: Senators Maybank, Ellender, Saltonstall, Cordon, and 
Thye. 

Senator Maysanxk. The committee will come to order. 

Mr. Secretary, I understand you have a statement on inland water- 
ways. Will you proceed and read it or make it a part of the record? 


DEPARTMENT OF COMMERCE 
INLAND WATERWAYS CoRPORATION 


STATEMENT OF HON. CHARLES SAWYER, SECRETARY OF COM- 
MERCE AND GOVERNOR OF THE INLAND WATERWAYS CORPORA- 
TION, ACCOMPANIED BY CAPT. A. C. INGERSOLL, JR., PRESIDENT; 
MATTHEW HALE, ASSISTANT SOLICITOR, DEPARTMENT OF COM- 
MERCE; JOHN P. DOLAN, OFFICE OF THE SECRETARY, DEPART- 
MENT OF COMMERCE; AND CLARENCE OSTHAGEN, ASSISTANT 
SECRETARY (ADMINISTRATION), DEPARTMENT OF COMMERCE 


AMOUNT FOR ADMINISTRATIVE EXPENSES 


Secretary Sawyer. Mr. Chairman, it is a pleasure to appear before 
your committee to discuss the budget request of the Inland Waterways 
a ay wr for fiscal year 1952. 

The budget for 1952 forecasts income of approximately $11,264,000 
and expenses of approximately $12,004,300 resulting in an anticipated 
deficit of $740,300, as compared with a deficit of $785,637 in 1950 and 
an estimated deficit of $534,100 in 1951. Income is increased 15 per- 
cent over 1950 and expenses are increased 14 percent. Administrative 
expenses authorized for fiscal 1950 and 1951 totaled $522,000 and 
$542,000, respectively, and are estimated to be $481,200 in 1952. 


1951 OPERATIONS 


Operations for the first 7 months of fiscal 1951 disclose a profit of 
$247,665 as compared with a loss of $163,808 for the same period in 
1950. Revenues are up 20 percent while expenses have increased 12 
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percent. February was one of the worst months in the Corporation’s 
history, due to ice conditions on the rivers above Cairo, Tll., and 
repairs to the locks on the Illinois River below Chicago. Operations 
during February will result in a loss of approximately $300,000. 


TRAFFIC 


Water-line traffic during the first 7 months of fiscal 1951 has in- 
creased 13 percent over the same period in 1950, while railroad traffic 
has increased 83 percent, due principally to the large amounts of ore 
imported through the port of Mobile. Merchandise tonnage has 
gradually declined in the second quarter of fiscal 1951 as a result of 
the recent trend toward faster modes of transportation for critica] 
items necessary in the mobilization effort. However, bulk traffic, 
especially grain, sulfur, and coal, is well ahead of the 1950 totals. 

Senator SALToNsTALL. Are you willing to answer questions as we go 
along? 

Sec retary Sawyer. Yes; I am if I am able. 

Senator SauronstaLw. I am confident from what I know of you that 
you will be able to do so. 

What interests me is this: You say railroad traffic has increased 83 
percent, in the fourth line from the bottom of page 1, but “due prin- 
cipally to the large amounts of ore imported through the port of 
Mobile.” What kind of ore is that? 

Secretary Sawyer. Iron ore. 

Senator SavronstaLy. Is that ore the ore which is coming from 
Venezuela ? 

Secretary Sawyer. It is coming from South America. 

Mr. Dotan. Some of it is from Sweden, I believe. 

Senator SatronstatL. Where does the ore from Venezuela come in ? 

Mr. Dotan. There is some coming from Venezuela. 

Senator SatronstaLL. That is the ore that is going to the steel 
plants in Pittsburgh ? 

Secretary Sawyer. The ore coming in at Mobile and being carried 
by the Federal Barge Line is all for Birmingham. We have a rail- 
road from Birmingport to Birmingham. That is where all the reve- 
nue comes from. The railroad has been a very profitable operation. 

Senator SauronsraLL. What I am interested in is the St. Lawrence 
waterway. You say this traffic is traveling by railroad and is travel- 
ing to Birmingham, not to the other steel plants throughout the 
country ¢ 

Secretary Sawyer. It is for the one plant alone. The Tennessee 
Coal & Iron Co. is the name of the company that is outside of Bir- 
mingham. Some of the ore is from Venezuela, but. mostly it is from 
Sweden. It is brought up by water and moved by this railroad which 
we own and which is the only profitable part of the operation today. 

Senator Mayzank. It is brought by water first ? 

Secretary Sawyer. Yes; to the railroad. 

Senator SavronsraLL. The ore from Sweden is a very high type 
classified ore? 

Secretary SAWYER. Yes; I understand it is. 

Senator SALTONSTALL. So regardless of whether the St. Lawrence 
seaway would be built or not built, this ore undoubtedly would come 
to Mobile and go up to the plant in Birmingham in any event; would 
it not? 
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Secretary SAWYER. It is doing that now. You might argue it would 
coun todoso. One of the arguments in favor of ‘the seaway, which 
I am frankly in favor of, is that it will permit the ore from Labrador 
to come in at a time when there might be great hazards in regard to 
the shipment of ore by water, especially from places as far away as 
' Sweden. 
E Senator Satronsrau. I will not prolong the discussion, I am 
familiar with Swedish ore to the extent I have always understood that 
; it is a special kind of high-grade ore and it is used for special purposes 
z like the Gillette safety-razor blades. 
Secretary Sawyer. Yes. 
4 Senator SALTONSTALL. So my assumption would be that if this plant 
> down in Birmingham used Sw ‘edish ore today, which it suennahiy is 
doing, and which is more expensive to get than ore from Venezuela 
or other places, it would continue to use Swedish ore and that ore 
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S would come in by the same methods of transportation as it now comes 
| in; is that correct? 

if Secretary Sawyer. That might or might not be true. Ifthe seaway 
> were operating, that ore might go to some other plant. I do not know 
- atthis moment which way it would go. It is going now so it is possible 


3 it might continue. 

Senator SaLronsTaLL. That is going by railroad rather than by the 
inland waterways? 
' Secretary Sawyer. It is shipped up from Mobile to Birmingport 


‘ by the Federal Barge Line and shipped by rail into Birmingham. 
: This is a very short railroad. 

E Senator Maypank. Is that the Warrior River? 

Secretary Sawyer. That is on the Warrior River, a division of the 
' Inland Waterways Corporation. 


Senator SarronstTaLu. Thank you, Mr. Secretary. 
Senator Maypank. We used to export a lot of steel by rail but we 
' would not be exporting much these days / 
. Secretary SAWYER. Did you say steel ? 
Senator Maypank. Yes. 
Secretary Sawyer. No. The process is mostly the other way 
around, although not completely. 
Senator Maybank. It could be used the other way equally as well; 
‘ just as you haul it up, you haul it down? 
Secretary Sawyer. We are exporting fabricated steel products now. 
Do you mean the whole country ? 
Senator Maypank. I mean down there. 
Secretary Sawyer. The Inland Waterways Corporation ? 
Senator Maysank. Down around the Warrior River. 
Secretary Sawyer. I do not know what we may be exporting now 
in the way of steel. 
Mr. Dotan. I think it has dropped considerably in the last 6 months. 
Senator Maynank. Your controls would cause that? 
Secretary Sawyer. The export controls; yes. 


FUNCTION OF CORPORATION 






Senator Corvon. The Inland Waterways Corporation operates a 


tr ansportation agency of its own; is that right? Do you operate 
boats ? , 
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Secretary Sawyer. Yes. We operate barges and towboats. 

Senator Corpon. The thought is now your business is increasing ’ 

Secretary Sawyer. I think, over-all, it can be said it is increasing. 
It fluctuates and has fluctuated. During February, we had a very 
marked falling off due to ice in the rivers. 


DEFICIT OPERATION 


Senator Corvon. Do you not think we could wipe that deficit out 
if we have more business ? 

Secr-‘ary Sawyer. My hope and belief is we can wipe it out. We 

tal. .vout it with the Board which acts in an advisory capacity and 
with Captain Ingersoll, who is here. I think we can make it operate 
profitably. We did last fall. We show a change in the deficit for 
the 8 months ending February of 1951 of $51,987 and last year it was 
$338,000. I think we will get it into the black. We have been under 
certain restraints with reference to operation which the private car- 
riers are not under. For that reason we have not been able to operate 
quite as profitably as we might otherwise do. 

Furthermore, we have been operating with obsolete equipment and 
impossible equipment. I have repeatedly suggested to the Congress 
that it would be wise to give us enough money to replace this equip- 
ment. 


DISCUSSION OF SELLING BUSINESS TO PRIVATE ENTERPRISE 


Senator Corvon. What about turning this operation over to private 
enterprise? What is wrong with that? 

Secretary Sawyer. I cannot get a decent offer. I had two or three 
offers which I have turned down. The Congress has placed upon me 
the obligation to operate this and then at a proper time rom we are 
accomplishing all the desired results, to sell it to private operators. 
About the best deal or offer is to swap dollars, which I do not think 
would please Congress or suit my own idea of getting a reasonable 
dollar for it. 

Senator Corpon. Would it not be better to swap a dollar for a dollar 
than to retain the first dollar and run a deficit in order to do it 4 

Secretary Sawyer. I do not think so with the prospects we have. 
Most of the losses have been in the past, which, I take it, I can do 
nothing about. I think the prospects at the moment are that we can 
operate at a profit and, when doing so, I think we can get a decent 
offer from private enterprise. 

Senator Corpon. Can you get out now whole on any offers that have 
been made ? 

Secretary Sawyer. It depends on what you mean by “whole.” 

Senator Corpon. There is a depreciated investment. That is what 
I mean. 

Secretary Sawyer. I do not think we can. 

Senator Corvon. Do you know? 

Secretary Sawyer. No; I donot. I can get the figures. 

Senator Corpon. I would like to know about the present book values 
and the possibility of you going out of business and letting private 
enterprise run it and make money. 

Secretary Sawyer. Mr. Ingersoll can give you the information on 
the book values. I have not made a comparison of any offer we have 
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had as compared with book values, but I do know that the offers we 
had had were, in my judgment, not sufficiently attractive to justify the 
sale. 

Furthermore, we are at the moment, and have been from the begin- 
ning, performing a service for small business in handling small-cargo 
trafic, Which was the basis for the original creation of the Inland 
Waterways Corporation. 

Senator Corvon. Is the Government operation the only one that 
performs that service 

Secretary Sawyer. No;I think not. It isthe only one that performs 
the combination of services to the extent it does. The private carriers 
are inclined to think of more profitable traffic which is the bulk 
traftic. That has been to the disadvantage of the Inland Waterways 
Corporation. 





















BOOK VALUE OF CORPORATION EQUIPMENT 

































I have been handed the total of the book value which is $10,158,000. 
We have not had any offer that would approach that, that would 
3 approach anywhere near that. 

: Senator SarronsraLtt. You mean a dollar-for-dollar offer simply 
ineans any Offer you have received so far for the cash that you have 
on hand wiping out all the capital investment ? 

Secretary Sawyer. That is right. Also, the offer did not represent, 
in my opinion, or did not recognize the value of the railroad which is, 
as I say, the profitable part of the operation and which the buyer would 
get and have on a very cheap basis. 

Senator Corpon. Do I understand that you run boats and also 
operate a railroad and that the railroad makes a profit and the boats 
suffer a loss ¢ 

Secretary Sawyer. That is right. 

Senator Corpon. Yet other people operating boats make a profit and 
meet your rates ¢ 

Secretary Sawyer. I am not too sure how much of a profit they make 
or in what way the rate structure is comparable. I would rather have 
that discussed by Captain Ingersoll, who is the active head of the com- 
pany. I will be glad to get you a statement with reference to the offers 
we have had if you would like to have that. 

Senator Maysank. Do the other barge lines make a profit ? 


PROFIT OF PRIVATE COMPETITORS 





Mr. Incersoti. The 3 principal barge lines with whom we compete 
out of 125 on the rivers at the last report were stated in the ICC pro- 
ceedings to be making an average of about 17 percent on their invested 
capital. 

Senator Maypank. Are they common carriers? 

Mr. Incrrsotn. Yes, sir. 

Senator Corvon. What barge lines are making 17 percent? 

Mr. Incersott. The three principal privately owned lines, which 
are Common carriers. 

Senator Maysank. Would the barge lines be subsidiaries of com- 
panies which would feed the barge lines ¢ 


158 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


Mr. Incersott. Only to a very minor extent. Those three com- 
panies are, to all intents and purposes, independent companies. They 
are not captive operations at all. 

Senator Corpvon. They do not have a railroad operation ¢ 

Mr. IncersouL. No, sir. 

Senator SatronstaLtt. When you say 17 percent, that is gross be- 
fore depreciation and taxes! 

Mr. Incersouii. After depr eciation and after taxes. 

Senator Satronsrautut. Then that is net. 

Mr. InGersoun. Yes, sir. 

Senator Corpon. Our line is losing money at the same time? 

Mr. IneersoLti. Yes, sir. 

Senator Maysank. How do you account for that? 

Mr. Incersou. It is a very complicated subject. The most out- 
standing feature of it is the fact we are opet ating with a fleet which 
was, to a very large extent, worn out and obsolete 25 years ago. Toa 
lesser extent, it is the result of our performing a lot of special services 
for the shipping public which are not performed by other barge lines. 

Senator Corpon. What is the nature of those ? 

Mr. Incrrsott. We handle freight on the river in any quantity 
offered and instead of restricting our operation to bargeload quai- 
tities—let us say 500 tons and up, which is what other barge lines do— 
we will take 100 pounds of peanuts. We stop at 21 different termi- 
nals to which we operate. 

Senator Maypank. Is that not the same complaint in regard to 
the inland waterways from New York south? 

Mr. Incrrsouy. I am not familiar with operations on that waterway. 

Senator Maypanx. I get a lot of complaints that they will not take 
small shipments from New York to Savannah or Jacksonville. The V 
only want large shipments and people cannot ship that all the time. 

Secretary Sawyer. That is exactly the point. That is one of the 
reasons we cannot operate at a profit because we do take the unprofit- 
able business. ‘That is done under direction of Congress. 

Mr. Incrrsoui. A third principal reason is we are engaged in open- 
ing up navigation and traffic on the Missouri River which, from a 
physical point of view, is not yet commercially navigable in the sense 
that no other barge lines are yet operating there. 


LOSS ON MISSOURI RIVER TRAFFIC 


Senator Maypank. Do you lose money on the Missouri River? 

Mr. IncersoLy. We average $200,000 to $250,000 a year loss on the 
Missouri River. 

Senator Maypank. There is no other barge line operating there / 

Mr. Incersoii. That is correct. 

Senator Corpon. Are your rates less than railroad rates? 

Mr. Incersott. They would have to be or we would not get any 
business. In regard to carload freight and less-than-carload freight, 
our rates are related to rail rates by rather complicated formulas rang- 
ing from 5 to 20 percent less than the rail rates. 

As to bargeload traffic, our rates are not related to the rail rates 
but set by the level of competition among barge lines. They may be 
5 percent less than the rail rate, or 75 percent less on different com- 
modities and different routes. 
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Senator Corpon. The net result of this is the Government spends 
this money to improve a waterway and then pays for the privilege 
by operating on the waterway at a ‘loss ? 

Mr. INcEersoti. At the present time we are small fry on the rivers. 
We used to be the principal operator. Now we handle not more 
than 2 percent of the total tonnage on the Mississippi. 

Senator Corpon. You handle all of it on the Missouri ? 

Mr. Incersoin. Yes, sir. 

Senator Corvon. We pay for the privilege and operate for less than 
the ships could be operated ¢ 

Mr. INcersotu. That is about the sum and substance of it. 

Senator Corvon. ‘That is what it adds up to. 

Secretary Sawyer. I will say this, Mr. Chairman, and I have said 
this before: we are oper: iting this Inland Waterways Corporation on 
the instruction of the Congress and trying to follow out or abide by 
the principles that were laid dow n, the chief of which is, the small 
shipper will get reasonable treatment. 

Senator CORDON, My questions are not critical of the operation, Mr. 
Secretary. 

Secretary Sawyer. I do not think that criticism is objectionable. 

Senator Corpon. The criticism would have to go to your not operat- 
ing properly under the law. I am not raising that point because I 
do not know anything about it. 

Secretary Sawyer. What I was about to say was: if the Congress 
tells me that I should stop operating this, that I shall not spend any 
money on new equipment, and let priv ate carriers handle it, frankly, 
I would be very much pleased. It is not a very pleasant operation. 
We do not have enough capital. We have poor equipment and we 
are trying to give this service, which is not profitable. The whole 
thing presents, from an operating standpoint, a very poor picture 
and a very difficult job. We are “trying to carry it out. Over the 
last 2 or 8 years we have shown a great deal of improvement, I think, 

Mr. Chairman, do you wish me to proceed with my statement now ? 

Senator Maypank. Please proceed, yes. 


FINANCIAL STATUS 


Secretary Sawyer. The capital stock of the Corporation, in the 
amount of $15,000,000, has been entirely appropriated. Cash on hand 
as of January 31, 1951, totaled $2,121,247. In addition, $1,000,000 
appropriated in fiscal 1950 remains on deposit with the Treasury 
Department. No additional funds can be appropriated unless legis- 
lation is enacted authorizing an increase in the capital stock of ‘the 
Corporation. 

Several bills have been introduced in the Eightieth, Eighty-first, and 
Eighty-second Congresses providing for rehabilitation of the Cor- 
poration, A bill, S. 211, was reported during the Eighty-first Con- 
cress by the Senate Committee on Interstate and For eign Commerce 
which embodied several recommendations made by the Department 
of Commerce as to the sale prov isions of the original legislation as well 
as funds in the amount of $7,000,000 for rehabilitation of the present 
deteriorated floating einai No action was taken on this eatin. 
tion by the ate, 
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I am convinced that in the interests of national defense an imme- 
diate rehabilitation program should be carried out. The barge service 
provided by the Federal Barge Line in the Mississippi Valley and 
on the Warrior River is an important part of our Nation’s transpor- 
tation system, an indispensable complement to our rail, highway, 
and air transportation system. The Federal Barge Line is the only 
barge line on the Mississippi River system which provides com- 
mon carrier service for the small shipper. Thousands of small ship- 
pers use the line’s service for their merchandise shipments. The im- 
portance of this service to small shippers is incalculable. 


IMPORTANCE OF FEDERAL BARGE LINE 


The importance of the Federal Barge Line, and the other barge 
carriers, great as it is in ordinary times, is considerably greater in 
times like the present, when our rail systems are overburdened, when 
our overburdened air transport systems are called upon to support 
air lifts to foreign zones of conflict or aaa and when our over- 
burdened highway systems are in danger of restrictions by reason of 
possible shortages of gasoline and rubber. 

The Federal Barge Line rendered valuable service during World 
War II. It has not yet, in fact, recovered from the excessive wear 
and tear resulting from that service, and the rehabilitation program 
is necessary for this purpose. 

It is my opinion that, if the line’s equipment were properly re- 
habilitated, the line would operate at a profit, as well as render inesti- 
mable benefits to its customers. 

I have devoted a great deal of time and attention to the problem 
of the Inland Waterways Corporation, and I am proud to say that 
the Federal Barge Line is rapidly improving its condition, both 
physically and financially. New boats and new barges are being 
bought, but not enough of them. Our losses are decreasing, but not 
fast enough. 


INTENT OF CONGRESS IN SETTING UP CORPORATION 


As you know, it was the purpose of the Congress in establishing 
the Inland Waterways Corporation to open up the waterways of 
the United States, and to demonstrate that it was a practicable and 
profitable operation. Much has been accomplished, and a large num- 
ber of other carriers are now operating successfully on the country’s 
rivers. It was also the stated purpose of the act that when the feasi- 
bility of barge operations had been demonstrated, the line would 
be sold to and operated by private enterprise. In accordance with 
this mandate, I have considered a number of offers which have been 
made for the line. So far no offer has been received which I consider 
satisfactory, and I seriously question whether, during the present 
emergency, and before the barge line has operated profitably for a 
number of years, it will be possible for private enterprise to make 
an offer which could be considered acceptable. 


REPLACEMENT OF BARGES 


I want to add this. Having not as yet received the money requested 
from the Congress, I have undertaken to do the best I could with 
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what we have in the way of money and assets. We cannot, of course, 
snerease the number of barges to the extent desirable, but we are re- 
placing old with new barges, within the limits of available cash, as 
rapidly as possible. 

I propose to use the funds available as a down payment upon a 
substantial quantity of new equipment, to be financed on a short- 
term basis through equipment trusts or some similar method, if such 
financing can be arranged. The Attorney General has advised me 
that I have authority to purchase new equipment on this basis. How- 
ever, in attempting to make arrangements for such purchases, ques- 
tions have been raised by prospective financiers of the new es ee 
as to my authority, as to the validity of the Attorney General’s 
decision. 


NEED FOR CLARIFICATION OF LANGUAGE OF LAW 


I believe it would be appropriate for this committee to clarify 
my authority to use the Corporation’s funds in this manner. 

‘Senator Corvon. Do you offer language to carry out your sugges- 
tion in the last paragraph? 

Secretary Sawyer. We have not offered it yet, but I suggested 
yesterday in line with our own thinking that is the thing to be done. 
* Senator Maypanx. What would happen there? 

Secretary Sawyer. I think it should go into the appropriation 
bill. 

Senator MaysanK. Do you think you can get language? 

Mr. Dotan. There might be some question about it. 

Senator Maysank. You gentlemen know the question about legis- 
lation on appropriations during all of these Marshall-plan fights 
and the Chair’s ruling. So if you could work up something that 
would be satisfactory, the committee would be glad to give consider- 
ation to it. 

Secretary Sawyer. We will see that your committee gets that. 

Senator Maypank. You can get it both ways and if we see a chance 
of doing it, we could do it. 


INCREASED VESSEL MAINTENANCE COST 


Senator SarronstaLy. You say here on page 5 of this budget esti- 
mate for this Inland Waterways— 


vessel maintenance for the first 3 months of 1951 has increased 34 percent over 
1950. Barge maintenance is 75 percent greater. 

In other words, the deficit of running this Inland Waterways is 
going to be continually increasing and the amounts requested from 
Congress are going to be continually increasing unless we get new 
capital or unless authority is given by the Congress so that financial 
institutions will be willing to make equipment trust loans. Is that 
right ? 

Secretary Sawyer. It is not exactly right. To take the matter in 
reverse, assuming I was not going to get any substantial amount of 
additional cash from the Congress, what I have done is to say to 
Mr. Ingersoll and the others, “Take the equipment you have, turn it 
in at a time when it has some value as scrap and put whatever new 
equipment on we can.” 
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While we will not have anywhere near as many barges, they will be 
operable and we can operate at a profit. That we can do with what 
we have. Whether that will result in a profit, I do not know. I think 
it will. Obviously, if the operation is to be carried on as I would 
carry it on if I were a private operator, I would have to have ace- 
quate equipment. We have barges there so thin that they look like 
sieves, according to descriptions given to me. We are inadequate ly 
financed. 

Senator SarronstaLy. What I am trying to say is that this admin. 
istrative expense of $481,000 that you request this year is really 
just a drop in the bucket and it is going to be a continuously bigecy 
bucket for Congress to carry unless this operation becomes more 
profitable. The “only way the operation can become more profitable 
is to get new equipment, either in the form of Congress putting iy 
new capital, or putting in language so that you can borrow from 
private investors the capital with which to operate. Is that right / 


LANGUAGE NEEDED FOR ISSUANCE OF EQUIPMENT TRUST CERTIFICATES 


Secretary Sawyer. No; the language we seek has to do only with 
these equipment trust certificates. The limit on that is our current 
position in cash. We have a substantial amount of cash. That would 
only be a small part of a program which must be carried out. 

if we do get this new equipment, I think we can turn the loss into 
a profit ; but it will be a small one. If we were to operate as we should, 
we should be able to get a sufficient appropriation from the Congress 
to have a large amount of new equipment, in which event I think we 

can operate at a substantial profit and then be able, as the Senator 
sianenea: to sell to private enterprise on a reasonable basis. 

The thing we are asking authority for as far as the equipment ce1 
tificates are concerned is Just to support a small effort on my part to 
trade the old equipment for a small amount of new equipment. It is 
not the over-all complete program we would put into effect if we ha 
the money. 

Senator SavronstaLt. No one will put money in an equipment- 
trust certificate today because they question the legality of your 
authority and, therefore, you have got to either get the new capital 
direcly in an appropriation from Congress or you have to have this 
language that will permit you to borrow. 

Secretary SAWYER. That is right. 

Senator Maypank. Have you taken up this language with the 
House ¢ 

Secretary Sawyer. No. 

Senator Ettenper. Mr. Sawyer, as I understand it, all of the bills 

that have been placed before Congress in recent years contemplated 
more capital with the understanding the new capital level would be 
maintained and would not result in a loss to the Government. _ Is that 
right ¢ 

Secretary Sawyer. That is my expectation. 

Senator Extenper. But there has always been strenuous opposi- 
tion to that, primarily from the railroads, because of competition. Is 
it your considered judgment that if this facility were properly financed 
by the Government that you could make it a paying proposition that 
would render valuable services to the people along the river who could 
not otherwise obtain them ? 
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Secretary Saywer. Yes; that is my opinion. 
Senator ELLENDER. W ith respect to financing, you are speaking of 
exchanging your old equipment for new. How much of that can you 
do? In other words, can you, through that process, obtain enough 
equipment to give adequate service to the people that are now being 
servec 

Secretary Sawyer. You mean the legal authority to issue equip- 
ment-trust certificates ? 

Senator ELLENDER. Yes. 

Secretary Sawyer. Yes. I think we can get enough out of that 
to turn the operation from a loss into a profit but we cannot carry 
it is extensively or as effectively as we could if we had the money 
we asked for. 

Senator ELLenper. Assuming you could obtain the authority to 
proceed in that manner, what would be the responsibility of the 
(overnment ¢ 

Secretary Sawyer. None. We would undoubtedly get a mortgage 
on the equipment-trust certificates. 

Senator ExLenper. So this authority would simply give you per- 
ne to, or the right to borrow on an acquired facility or existing 

facility and the capital will be paid back from operation profits or 
returns from this equipment ? 

Secretary Sawyer. Yes. My associate here suggests to me that 
we do not concede we do not have the authority. 


OPINION OF 





ATTORNEY GENERAL 


In other words, the Attorney General thinks we do have this author- 
ity and we think so, but, after all, their legal opinion is of very little 
value, if the lawyers for the prospective bankers will not buy the 
certificates. So we would like to have it cleared up if we can. 

(The following opinion of the Attorney General was submitted for 
the record :) 

Marcu 14, 1951. 
The honorable the SecRETARY OF COMMERCE. 

My Dear Mr. Secretary: This is in reply to your letter of February 21, 1951, 
in Which you request my opinion as to the legality of a proposed method of 
financing the purchase of 42 barges by the Inland Waterways Corporation. 

The facts, as set forth in your letter and the accompanying memorandum of 
your Acting Solicitor, may be briefly suminarized as follows: 

The Inland Waterways Corporation proposes to purchase 15 barges from 
Avondale Marine Ways, Inc., and 27 barges from the Alabama Drydock and Ship- 
building Co., for a total purchase price of about $38,500,000. One-third of the 
purchase price would be paid in cash, and the unpaid balance would be repre- 
sented by notes, bearing 4 percent interest and payable over a period of 5 
years. The notes would be issued by the Corporation to the shipbuilders, who 
would sell them to * * * without discount. The notes to each company 
would be secured by a mortgage which would apply to all the barges purchased 
from that company until full payment had been made to the company for all 
the barges purchased from it. The assets of the Inland Waterways Corpora- 
lion as of December 31, 1950, were $14,787,346; its liabilities, $1,000,856. 

The Inland Waterways Corporation was created by the act of June 3, 1924 
(43 Stat. 860, 49 U. S. C. 151). It was created to carry on, among other things, 
“the operations of the Government-owned inland, canal, and coastwise water- 
Ways system to the point where the system can be transferred to private operation 
to the best advantage of the Government” and to carry out the policy of the 
Congress “to promote, encourage, and develop water transportation, service, 
and facilities in connection with the commerce of the United States, and to foster 
and preserve in full vigor both rail and water transportation.” (49 U. S. ¢. 
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151, 142). Other more specific functions of the Corporation are also set forth in 
the act of June 3, 1924 (See. 49 U. S. C. 151 et seq.). 

In order to enable the Corporation to perform its functions, certain powers were 
conferred upon it by section 5 of the act creating it (49 U. 8S. C. 155). Among 
those are the following: that the Corporation— 


+ * * * 
“(b) May sue and be sued in its corporate name. 
> eo . x 
“(d) May make contracts. 
* = . * 
“(e) May acquire, hold, and dispose of property. 
* * . * * a e 


(g) May incur obligations, borrow money for temporary purposes, and issue 
notes or other evidences of indebtedness therefor, but the aggregate amount of 
the indebtedness at any time shall not exceed 25 percentum of the value of the 
assets at such time. 


* * * * * o* * 


“(j) In addition to the powers specifically granted, shall have such powers as 
mImay be necessary or incidental to fulfill the purposes of its creation.” 

In his memorandum, your Acting Solicitor concludes that the proposed method 
of financing the purchase of the barges is within the authority of the Corpora- 
tion. I concur in this conclusion. 

I express no opinion, of course, as to the necessity or desirability of the Cor- 
poration’s entering into the proposed transaction or the proposed method of 
financing. 

Sincerely, 
J. Howarp McGraru, 
Attorney General. 

Senator ELLenper. Are you going to make an attempt whether we 
give the authority or not to proceed and purchase this new equipment! 

Secretary Sawyer. Yes. We have tried and we will continue. 

Senator Exitenper. I hope you do and I wish you much success. 


POSSIBILITY OF FEDERAL LOAN 


Senator Corpon. Is there any Federal loaning agency that might 
take care of the banking aspects of this matter where we could hope 
they would accept the opinion of their chief law officer? 

Secretary Sawyer. I suppose you refer to the RFC. 

Senator Corpon. That is the first one that comes to mind. I do not 
know whether they are qualified to make this kind of a loan. 

Secretary Sawyer. Under the Defense Act we are authorized to 
Jend money on certain circumstances. 

Mr. Hate. The Defense Production Act does not include loans to 
public enterprises. It is limited to private enterprises. 

Senator Maypank. That has to come through the RFC? 

Mr. Hater. Yes, sir. 

Senator Maypank. We tried to get Mr. Wilson to answer that same 
question. He in substance said the only place he could go was to the 
RFC. 

Senator Cornon. That is only because of regulations. 

Secretary Sawyer. My Solicitor says they have checked on the ques- 
tion you have asked. 





th in 


were 
mong 


ght 
ope 
) Not 
d to 


1S to 


INDEPENDENT OFFICES APPROPRIATIONS, 1952 165 


NUMBER OF BARGES AND THEIR CONDITION 


Senator Satronsratu. Mr. Sawyer, to boil it down for the record, 
just to make sure I am right, the Corporation presently owns 23 boats 
and 269 barges. If I read this statement correctly, of those only 7 
boats and 87 barges are modern. Therefore, you have 16 antiquated 
boats and 182 antiquated barges; is that right? 

Secretary Sawyer. That is right. T hati is the trouble. 

Senator SaLTonsTaLL. So this equipment problem with the cost of 
maintenance on the boats up 34 percent over 1950 and the barge main- 
tenance up 75 percent, this te ‘e is going to roll up so that your main- 
tenance is going to increase your Government expenses very heavily 
unless you get this new equipment in some form or other. 

Secretary , Sawyer. That is my opinion. I might add at a time when 
we have been putting billions of dollars into rehs abilitating worn-out 
equipment in Europe, we might put a couple of million dollars in re- 
habilitating worn-out equipment in the United States, as a benefit to 
the taxpayers as well as the small shipper. 

Senator Corvon. That is heresy. 

Secretary Sawyer. I am talking of relative amounts. 

Senator SattonsTaLL. A favorable offer from a private company 
might very well be said to include the cash on hand plus the seven 
new vessels plus these new barges and these antiquated barges wiped 
out. Would that not be fair if the Government could get out of this 
operation and have other people take over? 

Secretary Sawyer. That is a policy decision. As to whether it 
would be fair or not, I would not say. Certainly that is possible. If 
you want me to wipe it off the books and sell it right now regardless 
of any consideration, at the best price I can get, I will do it and be 
delighted. 

Senator SarronstaLy. Have you authority to sell it now? 

Sec retary Sawyer. There are some restrictions in the law. 

Senator Sauronsratn. So Congress would have to authorize you! 

Secretary Sawyer. Yes. They would have to change the present 
authority. The buyer has to agree to certain conditions with reference 
to shippers. 

Senator Etnenper. You mean as to service ? 

Secretary SAwyer. Yes. They have to meet certain conditions on 
service. That is in the law now. That is one of the qualifications of 
my authority to sell. 


PROPOSED LANGUAGE AMENDMENT 


Senator Maynank. Are there any further questions? If not, Mr. 
Secretary, we hope you will furnish the clerk with whatever lan- 
guage that you wish in regard to the point of order with the House. 

(The following language proposal was subsequently supplied :) 


And provided further, That the Corporation may use its funds to purchase equip- 
ment on credit or otherwise, and in so doing may mortgage or pledge the equip- 
ment so purchased on credit as security for the payment of any obligations rep- 
resenting the balance of the purchase price, and for this purpose may enter into 
purchase-money mortgages, conditional sale contracts, equipment trusts, or other 
similar methods of financing. 
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GENERAL ACCOUNTING OFFICE 


STATEMENT OF HON. LINDSAY C. WARREN, COMPTROLLER GEN. 
ERAL OF THE UNITED STATES, ACCOMPANIED BY FRANK lL. 
YATES, ASSISTANT COMPTROLLER GENERAL; FRANK Hd. 
WEITZEL, ASSISTANT TO THE COMPTROLLER GENERAL; E. RAY 
BALLINGER, ASSISTANT TO THE COMPTROLLER GENERAL; E. L. 
FISHER, GENERAL COUNSEL; AND JAMES P. McDONALD, BUDGET 
ANALYST 


SALARIES AND EXPENSES 
GENERAL STATEMENT 


Senator Maysank. The next witness will be Mr. Warren. Please 
proceed, Mr. Warren. 

Mr. Warren. Mr. Chairman and members of the subcommittee, the 
opportunity to appear before you to discuss the work of the General 
Accounting Office and its budget estimates for the fiscal year 1952 is 
appreciated. I know your time is limited and I shall keep my remarks 
as brief as possible. However, I shall welcome any questions you may 
have. 

As you know, the House committee has not reported the independ- 
ent offices appropriation bill. Consequently, I am at somewhat of a 
disadvantage because I do not know their position on our budget 
estimates. I would be greatly disappointed and discouraged if they 
cut our estimates 1 cent. 


IMPORTANCE OF AGENCY IN EMERGENCY YEARS 


Today the national debt stands at over one quarter of a trillion 
dollars. At the same time our country is faced with increased defense 
expenditures that must be made. It is essential, therefore, that our 
defense expenditures be made on a basis that is as economical and as 
efficient as possible, and that nondefense spending be kept to an abso- 
lute minimum. The General Accounting Office has made and will 
continue to make a significant contribution toward accomplishing 
these objectives. 

During recent years when Government costs have been expanding 
rather than reducing, the General Accounting Office has proved that 
it is possible to reduce employees in Government, providing there is 
a will in the department or agency to do so. 

Senator Corpon. May I interrupt you to make one observation! 
We might regret that we could not substitute the General Accounting 
Office for the Bureau of the Budget. 

Mr. Warren. You are very kind, Senator. 


PERSONNEL 


In April 1946, the number of employees reached a peak of 14,904. 
There were 6,934 employees on April 1, 1951, a reduction of 7,970 in 
the last 5 years, of whom 779 were transferred to the Post Office 
Department. 

Senator ELtenpEerR. What part did the mechanization of your office 
have to do with that; that is, putting labor-saving devices in? 
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Mr. Warren. I am coming to that now, Senator. 

Senator ELLeNper. I am sorry I anticipated you. 

Mr. Warren. This reduction in force has worked a personal hard- 
ship on many competent and loyal employees who have either lost 
their jobs or been reduced in grade. But I do not have any thought 
that I was appointed to office to carry employees on the payroll not 
needed to perform the work of the General Accounting Office. 

By way of comparison, if the General Accounting Office had con- 
tinued to keep its 1946 force of 14,904 employees on the payroll, 
and taking into consideration the pay raises that have been given to 
employees by law since 1946, we would today be requesting you to 
give us an appropriation for salaries alone of $61,702,000 rather than 
$30,325,000—the difference $31,377,000. 

Senator Maypank. Do you do more work now ? 

Mr. Warren. Yes, we do much more, Senator. 


CONSTANT SURVEYS FOR MORE EFFICIENCY 


Some of the early reductions in payroll expenditures stemmed 
from reduced workloads but for the most part the savings have been 
accomplished in three ways: first, by constant surveys of our work 
resulting in improved working techniques; second, by making use of 
the authority granted by recent legislation permitting the elimination 
of cumbersome procedures serving no wane purpose under present 
conditions; and third, by the work that has been accomplished under 
the joint accounting program which was inaugurated in December 
1947 by the Secretary of the Treasury, the Director, Burean of the 
Budget, and myself. All three are interrelated but each has played 
a part individually. They add up to a more competent job with less 
people. 

Senator Corpon, That joint accounting program goes beyond the 
relationship between the General Accounting Office and the Treasury 
Department and the Bureau of the Budget. It represents a system 
that has been inaugurated in the Government; is that right? 

Mr. Warren. That is correct, sir. Last year the Congress spelled 
it out into law unanimously. The program has had the wholehearted 
support and cooperation of all Government agencies. 

Senator Corpvon. What, so far as the General Accounting Office is 
now advised, has been the result as to reductions in force in other 
departments due to improved accounting procedure? 

Mr. Warren. There have been some, Senator, but up to now, with 
notable exceptions such as the Maritime Administration, they have 
been rather negligible. We are hoping, as the other departments get 
competent accountants that it will be very worth while. Meanwhile 
we are concentrating on cutting out unnecessary work and using avail- 
able energy for more productive accounting. I am going to give you 
an example of what we did in this ourselves, both in saving money 
and streamlining our procedures. 

Senator Maysank. In your opinion, can some of these other depart- 
ments get competent accountants ? 

Mr. Warren. They are very hard to get now. We are looking for 
them and begging them to come in. We want an accountant that can 
sit across the table and deal constructively with a Cabinet officer if 
necessary, or with any department head. 
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ACCOUNTING AND BOOKKEEPING DIVISION ABOLISHED 


To return to my example, a few months ago I abolished the Ac- 
counting and Bookkeeping Division of the General Ace ounting Office. 
This division employed 325 people. Some of the work formerly car- 
ried on by that division has been transferred to other divisions. ‘How- 
ever, it will be possible to carry out the work transferred with 61 
employees, making a reduction of 264 and an annual salary savings 
to the General Accounting Office of nearly $1,000,000. There will be 
no loss of control of public funds. In fact, the revised procedures 
which have been placed in effect should enable the General Account- 
ing Office and the Government generally to do an equally good or 
even more competent job. 

The joint accounting program is achieving remarkable success, 
It is a partnership, with the three partners cooperating 100 percent 
and having one common goal—the improvement of accounting, budg- 
eting, financial reporting, and auditing in the Government. As a 
result of the program and of legislation enacted by the Congress, 
accounting improvements and red-tape cutting are going forward 
with rapid acceleration. On January 12, 1951, the General Account- 
ing Office, the Treasury Department, and the Bureau of the Budget 
made a joint report setting forth the progress which has been made. 
I have with me some copies of this report which I will make available 
to you. 

Work on individual accounting systems has reached into practi- 
cally every agency of the Government. In the area of Government- 
wide requirements, controls, and procedures, fundamental changes are 
taking place as the result of intensive review and analysis of central 
operations of the General Accounting Office and the Treasury 
Department. 

The first joint regulation under authority of the Budget and Ac- 
counting Proc edure Act of 1950 has been issued by the Secretary of 
the Treasury and myself. It simplifies procedures involving’ the 
issuance and countersignature of warrants with respect to deposit 
and accounting for repayments to appropriations. In the field of 
auditing, the General Accounting Office is conducting comprehensive 
and other on-the-site audits which bring about broader cover: age, more 
effective results, less paper work, and reduced flow of documents into 
Washington. These are a few of the high lights. 


EMPLOYEES’ SUGGESTION AWARDS 


Senator Maypank. Are you going to testify about the awards to 
employees for suggestions? 

Mr. WarrEN. Y es; we will mention that. 

Senator Maypank. I remember last year you mentioned that. 

Mr. Warren. The report of January 12, to which I referred, 
more specific as to accomplishments under the joint aning 
program. 

(The following information was supplied :) 

During the calendar year 1950, the General Accounting Office Awards Com- 
mittee received and acted upon 122 employees’ suggestions, of which 23 were 
adopted. The total estimated annual savings was $68,982, upon which there 
was awarded $1,740, or an average cash savings of $2,564 and an average award 
of $76 per suggestion. 
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Included in the awards were eight suggestions for improvement to the service: 
and, While it was clearly demonstrated to the satisfaction of the committee that 
there would be increased effectivenss in the operations concerned, tangible sav- 
ings are potential rather than actual in these instances. 


NEW LAWS COVERING FINANCIAL PRACTICES 


During the Eighty-first Congress, the General Accounting Office 
sponsored or supported the enactment of a number of laws making 
possible many improvements in Government financial practices. The 
most important from our standpoint are the Budget and Accounting 
Procedures Act of 1950 and the Post Office Department Financial 
Control Act of 1950. The Budget and Accounting Procedures Act 
carefully nails down for the first time the responsibilities of all 
concerned in Government accounting and writes into law the prin- 
ciples of the joint program. Among other things, it permits the 
elimination of certain procedures upon determination that the inter- 
ests of the Government are otherwise adequately protected. This 
made possible the abolishment of the Accounting and Bookkeeping 
Division and the simplification of the warrant procedure, both ot 
which I mentioned a few moments ago. 

The Post Office Department Financial Control Act did for the 
Post Office Department what the first act did for the Government as 
a whole, and made possible the abolishment of the Postal Accounts 
Division of the General Accounting Office last November 15. The 
administrative accounting work which had been done by the Office 
for the Post Office Department has been turned over to that Depart- 
ment. The General Accounting Office should never have been given 
those duties in the first place. I have established a new Postal Audit 
Division which will make comprehensive up-to-date audits of posta! 
financial transactions. 

(In accordance with the committee’s request, the following informa- 
tion is furnished with respect to the postal audit and accounting 
activities :) 

On November 15, 1950, for the first time since 1856, the Post Office Depart- 
ment assumed the same responsibility for performing its own accounting fun 
tions as has been imposed upon other Government agencies. This was made 
possible by enactment of the Post Office Department Financial Control Act 
of 1950, approved August 17, 1950. 

This act provided for the transfer of administrative accounting and reporting 
functions performed by the General Accounting Office for the Department 
to the Postmaster General and imposed upon him the responsibility to establish 
and maintain adequate and efficient systems of accounting and internal con- 
trol. The Comptroller General is responsible for prescribing principles and stand- 
ards for accounting, cooperating in the development of the accounting system, 
and auditing the financial transactions of the Department. To the fullest extent 
practicable, as determined by the Comptroller General, this audit is to be per- 
formed at the place or places where the accounts of the Department are normally 
kept, and in accordance with generally accepted principles of auditing. The 
act also provided for postponement of any or all of the provisions of the act 
for a period not to exceed 2 years. But the Postmaster General and the Comp- 
troller General, desirous of achieving improvements contemplated by the act 
as promptly as possible, worked out immediate arrangements for assumption 
of the new responsibilities by the Post Office Department. 

The functions, personnel, records, equipment, and funds of the Postal Accounts 
Division of the General Accounting Office at Asheville, N. C., were transferred 
to the Department as of November 15, 1950. For the time being, most of the 
operations are being carried on in a similar manner as heretofore; but from 
lime to time, as new and improved procedures are developed, operations in 
Washington or Asheville are being appropriately adjusted. 
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During this transition period the General Accounting Office is discharging 
its audit function through a small staff of the newly formed Postal Audit 1)jyj. 
sion. As procedures are changed, modified audit techniques wil!l be adopteq 
with the eventual goal being a comprehensive on-the-site audit of the Post Office 
in accordance with generally accepted principles of auditing. 

A complete revision of the accounting system and procedures has been initia. 
ted by the Post Office Department with the cooperation and assistance of the 
General Accounting Office. The new accounting system will give recognitioy 
to the size of the postal establishment, the multiplicity of operating units (42. 
000 post offices), the widespread dispersal thereof through the 48 States and 
Territories, and the large volume of financial transactions, each involving , 
small amount but aggregating over 18 billion dollars annually. It will pro. 
vide the information required by the Postmaster General for control of these 
farflung operations, and will disclose the results of those operations and the 
financial condition of the Post Office to the Congress and to the public. It wil! 
be geared to and facilitate the preparation of the performance-type budget j, 
conformance with the recently modified appropriation structure. 

It is presently planned to decentralize the accounting and internal audit 
functions now performed at Asheville to 12 regional offices where the accounts 
of all post offices in the region will be consolidated. Control of all expenditures 
will be directed from Washington, but the accounting at headquarters will be 
limited to integrating the accounts maintained at post offices with those main- 
tained at the Department level through combining the 12 consolidated accounts 
with those of the Department. 

In view of the magnitude and widespread nature of postal operations and the 
complex transitional problems involved, the development of a completely revised 
effective accounting system, the procedures under which it will operate, and 
the accomplishment of the detailed phases of its successful installation will re- 
quire extensive and intensive cooperative effort for completion, which can only 
be accomplished on an orderly basis over an extended period of time. 

In connection with the development of a new system for postal money orders 
scheduled to be installed July 1, 1951, the Postmaster General has just ordered 
the setting up of regional accounting offices attached to the Bureau of Accounts 
in the Post Office Department, in the 12 cities where the Federal Reserve banks 
are located. The audit functions now being performed by the Postal Accounts 
Division of the Bureau of Accounts in Asheville, N. C., will be decentralized 
as early as practicable after July 1, 1951. 

Senator Evtenper. In abolishing the Accounting and Bookkeeping 
Division, as I understand, you stated previously this work was trans: 
ferred to other departments. t 

Mr. Warren. To other divisions of our Office. 

Senator ELLenper. That is what I meant. 

Are you carrying on the same amount of work ? 

Mr. Warren. Yes, sir, of the work retained in the General Account- 
ing Office, but on a different basis. 

Senator Ettenper. The same kind of work as you did with these 
other people ? 

Mr. Warren. Not all the same kind, because we will have better 
methods and better controls. 

Senator ELLenper. What has mechanization to do with it? 

Mr. Warren. Nothing whatever, but it is an actual fact and it is 
rather remarkable that, where we had 325 people, we found that we 
could do the necessary part of this work in a more efficient way wit! 
61 than 325. 

Senator ELtenver. Was there much paper work? 

Mr. Warren. No; not nearly as much as before the division was 
abolished. 

Senator Ex.enper. You eliminated a lot of paper work ? 

Mr. Warren. We eliminated some bookkeeping and paper work 
entirely that we found we could get along without, in the light of 
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present procedures, and by relying and checking on agency and 
Treasury accounts. We had to have authority which Congress gave 
us in 1950 to do those things. 


a 
Cm 


STATISTICAL DATA 





A few statistics on our work in the last year: 25,300,000 vouchers 
audited; 492,000 claims settled ; 318,000,000 checks reconciled ; 12,400 
decisions rendered to departments, agencies, claimants, and others; 
inspections made of 945 different Government offices ; 34 audit reports 
submitted to the Congress on Government corporations and other 
agencies subjected to a comprehensive-t ype audit ; 685 reports made to 
Congress and its committees; and 3,500 replies made to inquiries from 
individual Members of Congress. 
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SERVICE TO CONGRESS 


I wish to mention specially the service rendered by the General 
Accounting Office to the Congress and its committees, The Congress 
vested this duty in the Comptroller General for the specific purpose 
of obtaining, through its own agent, accurate, impartial reports on 
matters relating to public funds, The fulfillment of this function has 
© been one of my chief aims since I took office in November 1940. 
| Senator Maynank. I think every one in Congress appreciates that. 
| We feel you are one of us and that you have been looking after the 
interests of Congress and not any particulur department. 

Mr. Warren. Thank you. For the last 5 years Congress has given 
me and our Office its wholehearted support and backing. 

Each year the scope and variety of legislative reports and the serv- 
ives rendered to the Congress have continued to broaden. Last year, 
> 685 reports were sent to the Congress and its committees, as compared 
| with 581 the preceding year and only 180 ten years ago. In addition, 
> the Assistant Comptroller General and I, and members of our staff, 
© appear before committees on many occasions and on a wide variety of 
© subjects. Specialized employees are continually assigned, upon re- 
quest, to assist with committee matters. 





COLLECTIONS SINCE 1941 


The General Accounting Office is one of the few agencies that not 
only pays its way but, in addition, makes a substantial contribution 
each year to the Treasury. Collections from 1941 through December 

B 651, 1950, totaled $718,100,000. 
| I think it is fair to state that, except for the General Accounting 
Office, | doubt if it would have ever been recovered. That was money 
actually paid out and recovered by us and put back into the Treasury. 
Senator ELLENpER. Those were mostly in the nature of overpay- 
F nents? 
Mr. Warren. Yes. Actual collection figures are impressive, but we 
) never regard them as being as important as the general effectivenss 
of the work of the Office in deterring wrongful and improvident 
| spending and accomplishing accounting improvements. 
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At the present time most phases of our work are substantially up 
to date. The outstanding exception is the audit of transportation 
payments. The problem in this field was explained to this subcom.- 
mittee during our hearings both last year and the year before. Oy 
those occasions, it was stated that the transportation audit was ow 
No. 1 headache. I am glad to report to you today that the picture 
on this phase of our work is much brighter. Asa result of continuoys 
surveys and revisions of our audit methods and procedures, the regu. 
lar transportation audit is less than 3 years after payment. We are 
making every effort to bring this audit up to a more current basis, 
The reaudit of transportation payments made during the years of 
World War II, which has been the problem causing us most concern, 
can now be projected for completion within about 5 years as com- 
pared to previous estimates ranging from 10 to 18 years. 


AMOUNTS REQUESTED 


We still have some other uncompleted business. For example. we 
have scarcely begun to staff the new Postal Audit Division. Also, we 
have not begun to feel the real impact of expenditures that are being 
made as a result of the defense crisis. Consequently, we are request- 
ing an appropriation for the fiscal year 1952 of $30,325,000 for salaries 
and $1,667,000 for miscellaneous expenses. The salary estimate is 
based on an average number of 7,325 employees. This is an incerase 
of 391 employees over the number that were actually on the rolls on 
April 1, this year. For the most part, this increase is in six organiza- 
tional units. They are the Accounting Systems Division, Audit 
Division, the Claims Division, the Corporation Audits Division, the 
Postal Audit Division, and the Reconciliation and Clearance Division. 
I believe the increases in these divisions are absolutely necessary in 
order to avoid falling behind on our present work and to meet the 
increased workload that we know will come during 1952. 


DECREASE IN ESTIMATE 


The estimate for 1952 for both salaries and miscellaneous expenses 
shows on its face a decrease of $2,447,500 from the amount appropr'- 
ated for 1951. However, with proper adjustment of the 1951 appro- 
priation to show the transfer of funds to the Post Office Department 
which was authorized by the Post Office Department Financial Con- 
trol Act of 1950, the actual decrease is $692,500. 


AUTHORITY ASKED FOR MORE TOP-GRADE PERSONNEL 


There is another matter which I would like to discuss with vou. 
This I deem very important. I would like to have authority written 
nto the approporiation bill for the Comptroller General, with the 
approval of the Civil Service Commission, to place additional posi- 
tions in grades 16, 17, and 18. Under the procedures established by 
section 505 of the Classification Act of 1949, the General Accounting 
Office requested the Civil Service Commission to classify 13 positions 
in grades above grade 15. The Commission allocated only 6 posi- 
tions in those grades—1 in grade 18 and 5 in grade 16. 

Senator Maypank. How can we do it without suspending the rules! 
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Mr. Warren. We are asking you to take us out of the Government- 
wide ceiling fixed in the C lassifics ation Act of 1949 and fix your own 
ceiling for our office as your agent and as a part of the legislative 
branch of the Government. 

Senator Maysank. We can try to suspend the rules for you. Have 
you talked to the House ? 

Mr. Warren. Yes. I am not questioning the action taken by the 
Commission. Remember, although we are a legislative agency the 
law required us to present our request to the Commission along with 
all the agenc ies in the executive branch, and under the same all- 
inclusive ¢ ceiling. 

Senator Mayrnank. I think it is unfair. After all, we have left it 
wide open in the Defense Production Act to create these new positions. 
I was a little disappointed myself as to how we allowed them. 

Mr. Warren. The Defense Production Act provision has not been 
applied to us. 

I am not questioning the action taken by the Commission, but the 
fact remains that the allocations made ‘have caused considerable 
inequities in the General Accounting Office taking into consideration 
the responsibilities and duties performed by a number of key officials 
of the Office. 

Entirely aside from these inequities, it has become increasingly diffi- 
cult to obtain and hold top people of the high caliber ne eded by the 
General Accounting Office to perform its tremendous job as the 
Agency of the Congress for checking Federal expenditures. 

‘While appointment of additional people in higher grades may not 
be the complete answer, it is saeaiing that I have seriously con- 
sidered for many months and in my: opinion it is essential for the 


continued operation of the General Accounting Office in the manner 
which the Congress has the right to expect. I am, therefore, request- 
ing that authority be granted for the allocation of 2 oe in 


grade 18, 3 positions in grade 17, and 12 positions in grade 16 in lieu 
of the 6 positions previously allocated in two of the grades under the 
Classification Act of 1949. 

Senator Corpon. Do you indicate what those positions will be; 
that is, what the duties will be of the persons who may hold those 
positions ¢ 

Mr. Warren. That would be subject to the approval of the Civil 
Service Commission. 

I might say that I have finally gathered around me, Senator, 
a staff that will compare in ability and efficienc ‘y with and which 
is the peer of any staff in this Government today. I can at last 
say that. 

The Civil Service Commission gave us no grade 17’s. They gave 
us one grade 18, and five grade “16's, I have some men today in 
grade 16 that practically the rest of the Government has to come 
to at times and is coming to daily for help, to tell them things that 
they can do and cannot do, but above all, to work out their problems 
in an objective way. 

Senator Corvon. Those people are heads of some departments or 
have some titles within the General Accounting Office, have they 
not ? 

Mr. Warren. I do not want to bring in any new people. 
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Senator Corpon. Well, what I ask is: Can you suggest to this 
committee what position within the Department you would expect to 
fill with people in these grades, heads of divisions? If so, what 
divisions ¢ 

Mr. Warren. I do not mean all of them by any means. 

Senator Corpon. Can you indicate which? 

Mr. Warren. I do not want to cause any embarrassment, but | 
am glad to put this on the record. Mr. Frank Weitzel, here, is recog- 
nized by the full Senate committee and by the Government as a 
whole as one of the ablest men who have been in this Government 
in years and years. Many congressional committees know the value 
of his services and his great ability and his devotion to the public 
service. Men in grades 17 and 18 throughout the Government are 
contacting him daily as the head of our legislative unit. I just think 
the top executives like that in our office ought to be recognized as 
they have been in the executive branch. 

Senator Extenper. What is his present salary ? 

Mr. Warren. He was given a grade 16. 

Senator Etitenper. What is that in dollars and cents? 

Mr. Warren. $11,200. 

Senator ELLeNperR. What do you want to make him, grade 18? 

Mr. Warren. Yes, I would like to make him a grade 18. 

Senator ELtenprer. How much more would that cost ? 

Mr. Warren. It would cost about $2,800. It would be $14,000. The 
only grade 18 I have is our very able General Counsel, Mr. Fisher. 

I have with me proposed language which would accomplish this 
purpose which I will present for your consideration. The entire cost 
of exercising this authority would be extremely modest and would 
not exceed a few thousand dollars a year. 

(The language referred to follows :) 

The Comptroller General of the United States hereafter is authorized, sub- 
ject to the procedures prescribed by section 505 of the Classification Act of 1949 
(but without regard to the numerical limitations contained therein), to place 
2 positions in grade GS-18, 3 positions in grade GS-17, and 12 positions in GS-16 
in the general schedule established by the Classification Act of 1949, and such 
positions shall be in lieu of any positions in the General Accounting Office 
previously allocated under section 505. The authority granted herein shall 
not be construed to require or preclude the reallocation of any positions in the 
General Accounting Office previously allocated under section 505, 


POLICY DIRECTIVE ON DEFENSE PROGRAM 


In closing, I wish to submit for your information a copy of a direc- 
tive of January 12, 1951, which I sent to the Chiefs of Divisions and 
Offices of the General Accounting Office. In this directive, I have not 
not only stated the policy to be followed by the Office in carrying out 
its duties in connection with the defense effort but have speci ific: ally 
set forth what is expected of each division and office. I have pledged 
the General Accounting Office to do everything possible, within its 
sphere of operations, to assist the defense program. Consistent with 
the work which must be performed by the General Accounting Office 
in connection with the defense effort, the Civil Service Commission 
has designated the Office as a defense agency. 

The committee will realize that the General Accounting Office does 
not have and should not have authority to control whether and when 
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a defense agency lets a contract, or for what purpose it spends its funds 
so long as those contracts and those expenditures are within the broad 
authority that has been granted by the Congress. However, in audit- 
ing defense spending, we will endeavor to the best of our ability to see 
that the information gained in that audit makes its proper contribu- 
tion in pointing up excesses, waste and extravagances in the defense 
program, | ’ 
(The directive referred to follows :) 
JANUARY 12, 1951. 

To the Chiefs of Divisions and Offices: 


With the national debt standing at over a quarter of a trillion dollars, it is 
essential to our economic survival not only that the national defense be strength- 
ened but that this be done as effectively and as economically as possible in terms 
of expenditures. The Nation cannot afford to repeat the mistakes and extrava- 
vances Which were permitted in World War II under the guise of necessity to the 
war effort. 

‘The position of the General Accounting Office in the structure of our Federal 
Government and its relationship to the Congress, to the departments and agencies, 
and to the taxpayers places on the Office a direct and serious responsibility in 
connection with the defense effort. 

The General Accounting Office in my considered opinion is a defense agency. 
Audits and investigations must be conducted of defense operations, such as pro- 
curement contracts, pay of military and civilian personnel, payments for trans- 
portation, and agency property accounts. Claims arising from defense expendi- 
tures, whether for additional amounts under defense contracts, pay and allow- 
ances of military personnel and their next of kin, or other causes, must be given 
prompt consideration and action. Assistance must be rendered in developing 
proper defense agency accounting systems. The Comptroller General must, when 
requested, advise the heads of defense agencies as to the legality of proposed 
expenditures, some of which involve entire programs, as distinguished from 
individual cases. The General Accounting Office must assist the Congress and 
its committees in the drafting of legislation and the conducting of investigations. 

Every section and unit of the General Accounting Office can and must make 
its contribution. Our concentration on defense spending must accomplish two 
objects: (1) Seek out excesses, waste, and extravagances, including those in 
procurement and contracting; (2) actively cooperate with and assist the defense 
fiscal staffs to meet their monumental problems of organization, method, and 
control. But at the same time we must redirect our scrutiny of Civilian agency 
expenditures to ferret out extravagances, frills, and unnecessary types of expendi- 
ture which a defense crisis economy cannot endure. Also, we must increase 
our concentration on the prevention of illegal or improvident use of funds 
without waiting to collect back what has been paid out illegally. 

In order to perform the job that faces the General Accounting Office, it is 
not my purpose to greatly expand the number of employees. In fact, I plan 
to operate the Office with far fewer employees than we had during World 
War II. I believe this can be done, and a better job accomplished. But there 
are two underlying requisites: (1) The work of the Office must be planned and 
directed in the most efficient and economical manner. The primary responsi- 
bility for this is with the Chiefs of the Divisions and Offices, but the participa- 
tion of each and every employee is expected; (2) we must weigh our work 
carefully and give priority to those operations of most importance in relationship 
to the defense effort, whether carried on in a defense agency or others. First 
things must come first. 

As an initial step, you are directed to immediately reevaluate your work 
plans and procedures, with special attention to the following: 

1. All audit work and related activities, wherever performed, will be planned 
and coordinated. On this point there should be considered : 

(@) Extension of site audits and retention of documents in the field. 

(b) Reconsideration of the agencies assigned for comprehensive audit with 
a view to postponing action on those not essential to the defense effort and 
adding, at least for survey purposes, agencies that are directly concerned. 

(c) An active program in connection with all audit work to uncover wasteful 
practices and operations of agencies in addition to verifying the legality and 
propriety of expenditures. 

81845—51——-12 
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(d) Increased use of selective-audit techniques in all cases where it is deter- 
mined that the interest of the United States will be reasonably protected. 

2. The Accounting Systems Division will concentrate its efforts on: 

(@) Eliminating unnecessary, overlapping and wasteful practices and proce- 
dures and developing adequate cost disclosure in all agencies of the Government 
giving priority to those procedural matters in which the greatest financial re- 
sults can be obtained. 

(b) Actively assisting all defense agencies and activities in the establishment 
of effective systems of accounting and internal control. 

3. The Office of Investigations will realine its inspections in line with this 
program and continue to develop specific investigative and survey programs 
which will be of direct assistance to defense and to the uncovering of wasteful 
practices and operations of Government agencies. 

4. The Office of the General Counsel will continue to give priority to decisions 
and other work directly related to the defense effort. 

5. The Claims Division will give priority to defense claims—and to the col- 
lection of all moneys due the Government. The feasibility of settling defense 
claims at sites near the locations where the administrative records are located 
should be fully explored. 

6. The Transportation Division will continue its efforts, in collaboration with 
the Department of Defense, the General Services Administration, other agencies, 
and the carriers, to expedite its work in order to insure that all overpayments 
of transportation charges on both military and civilian shipments are promptly 
collected, and the claims of carriers for refunds are expeditiously handled. 

Aggressive steps along these lines, with proper Office-wide coordination, will 
enable the General Accounting Office to discharge properly its responsibilities 
during the present emergency. 

Linpsay C. WARREN, 
Comptroller General of the United States. 

Senator Maypank. What about the guaranties that the banks have 
to make in connection with certain defense programs, Mr. Warren? 
That does not come under you, does it? 

Mr. Warren. We have nothing to do with making guaranties. 

In carrying out our duties, I wish to make it clear that it is not 
my purpose to greatly expand the number of employees. In fact, I 
plan to operate the Office with far fewer employees than we had dur- 
ing World War II. But, under such a plan it will not be possible to 
cover all fronts at the sametime. We will concentrate on the activities 
and programs which we believe will pay the most in dividends to the 
Treasury, which means to the taxpayer. 

Senator Corpon. Mr. Chairman, I suggest to this committee, in 
considering this suggestion of the General Accounting Office, that it 
have before it a statement of the number of positions in 18, 17, 
16, 15, 14, that have been allocated to and are now filled in the several 
departments of Government. 

Senator ELitenper. You mean out of those provided under the law 
to which he has referred? Out of the law that was mentioned to 
Mr. Warren a while ago? I think there were three hundred fifty- 
some odd provided for, were there not ? 

Mr. Yares. 400. 

Senator Errenper. And you want to know how those were al- 
located ¢ 

Senator Corpon. I want to know how many positions are filled 
within these particular classifications in the several departments 
of Government, department by department. 

Senator Maysank. Not only the 400, but the original amount they 
had ? 

Senator Corpon. That is right. Let us get a picture of it. 

Senator Extenper. In addition to that, I wonder if it would be 
possible to find out how these 400 were allocated. 
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Senator Corpon. It would be very helpful. 

Senator E.tenper. I would like to know that. 

Senator Maysanx. Will you furnish that information for the com- 
mittee 4 

Mr. Warren. Of course, we will have to obtain that, but we will 
be very glad to do it. I would like to see also, when you get the full 
list of the thousand or however many there might be, how the last 
400 are allocated. 

Mr. Yares. I assume Senator Cordon means the total number allo- 
cated to the top grades under the amendment to the Classification 
Act, which had a total of 400 limitation. 

Senator Maynank. No, no, he wants all of them. 

Mr. Yares. And the Defense Production Act also? 

Senator Maysanx. That is right. 

Senator Evienper. If all of this must be obtained from Civil 
Service, why do we not send a letter to Civil Service? You could get 
it from them just as well. 

Senator Mayank. They will be here Wednesday, Senator Cordon. 
What is your wish? 

Senator Ettenper. He could furnish the information as to his own 
department. 

Senator Corvon. It makes no difference, as long as we have it when 
we consider the appropriations. 

Senator MayBank. Senator, it would save Mr. Warren’s time if we 
just requested the Civil Service Commission on Wednesday to get the 
information which you requested. You need not bother with it, then. 

Senator Sauronstatt. Mr. Chairman, may I ask one question / 
Senator Maysank. Yes, Senator. 


TRANSPORTATION SYSTEM AUDIT 





Senator SatronstaLi. You say that the audit that is behind now is 
in the Transportation Department. You also say that you set up 
some new systems that are going to save employees and save time and 
bring greater efficiency. My question is this: Is there any change in 
the transportation system that you can propose that will help, that 
will bring your work up more to date? And my second question is: 
Have you any new systems in contemplation that may bring about 
greater efficiency ? 

Mr. Warren. The transportation question is being now surveyed, 
along the line of what you have just said, by some of our top-flight 
people. We are going to submit, here, for the committee, this last 
report on the joint accounting program, which, when I saw it down in 
hlack and white, presented a “really amazing picture of what we have 
done so far. 

Senator SavronsraLu. On transportation ? 

Mr. Warren. I am talking about the Government as a whole. And 
our own transportation activity is now being reviewed by top-flight 
people, experts in our office, to see what we can do. 

(The following information was supplied :) 

In addition, over 300 conferences between those in charge of transportation 
audit and claim settlement work with representatives of carriers and rail, truck 
and airline associations have resulted in the withdrawal by carriers of thou- 
sands of claims, the elimination of hundreds of items as to which suits had 
been filed against the United States and mutual agreements to eliminate non- 
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productive work. Even greater benefits should be realized as a result of these 
conferences if there is established within carrier organizations proper coordi- 
nation of accounting and rate information to permanently reflect the fiscal rela- 
tionship of carriers and the United States. Besides all these contacts, our 
people are constantly working with the administrative agencies with the objec- 
tive of seeing that the accounts are in proper shape when they come in for audit 
and that the information we need to do an effective job will be obtained and made 
available by the agencies. 


GOVERNMENT AUTOMOBILES 


Senator Satronsratu. May I ask one more question in connection 
with transportation? There has been a great deal of criticism, cer- 
tainly among Members of Congress, about the number of automobiles. 
the number of Cadillacs, and so forth, and so on. Now, has your 
Department ever gone into that question ? 

Mr. Warren. No. That is a qestion, of course, for the Bureau of 
the Budget. I will tell you now that we do not own any. We have 
never owned any. 

Senator ELLtenper. You mean you do not have an automobile? 

Mr. Warren. An automobile? I thought you were speaking about 
Cadillacs. Yes, we have three cars, one of them 5 or 6 years old, 
and another I think 3 years old, and a new Plymouth. 

Senator SavronstaLL. Have you ever gone into the question of 
auditing, if you want to call it that, the age of the cars, the quality 
of the cars, and so on? 

Mr. Warren. We have worked with the Budget Bureau on that, 
and they have been developing some standards. 

Senator SaLtTonstTaLL. Why is that not a fertile field of study? 

Mr. Warren. Well, probably it is. 

Senator Corvon. It is not, probably, within your field, however, 
is it? 

Mr. Warren. No, aside from the legal and property accounting 
aspects. 

Senator Corpon. Congress authorizes so many automobiles, and all 
you can see is that they do not pay any more for them than they 
should, and that they bought them in accordance with law? 

Senator Ture. I do know it would be helpful to this epee and 
the members of the committee if we know how many cars actually 
were assigned to the various agencies _— _— us, 

Senator Maypanx. And the type of ¢ 

Senator Corpon. And it should come fre om the Bureau of the Budget 
rather than the General Accounting Office. 

Senator Maypank. We can ask the Bureau of the Budget for that 
in connection with their testimony yesterday. 

The Crerx. It is in the budget already. 

Senator Maynank. We want to know the kind. If one fellow has 
a Ford and another has a Cadillac, there is a lot of difference. 

Senator Ture. And I want to know what the policy of the various 
agencies is. Because every once in a while you will see a car pull up 
to an office building, and some officer will step out of that ear, and 
it goes its way, and you see the driver parking there, sitting and wait- 
ing for hours until the gentleman is ready to be transported to some 
other part of the District. It just seems to me that we have gone 
beyond common sense in furnishing automobiles for individual and 
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personal transportation. You see them going out of the District, into 
Arlington and elsewhere, and picking up personnel of Government 
and transporting them to their respective offices in the morning. 


GOVERNMENT CHAUFFEURS 


e Senator ELtenper. Senator, in addition to providing the informa- 
a tion as to the number and kind of cars, I think it might also be advis- 
3 able to find those that are provided with chauffeurs. Because I under- 
: stand that quite a few are provided with that service. 


Senator Ture. You see military personnel, enlisted men, whether 
Navy or Army, that are acting as chauffeurs, and you see the car go 
out to some area out of the District and pick up personnel and trans- 
‘ port them to their offices in the morning. I have seen that. 

: Mr. Warren. We have frequently reported things that come to our 
a notice in that line to the agency involved. 

Ee I remember one agency head that had the car go out and take all 
of his children, four or five in number, to school every morning. We 
happened to see that and we reported that, and it stopped. 
Senator Maysank. But you have to be a detective to do that. 


ep geet 










OTHER GAO STUDIES 
; Senator SatronsTaLL. Will you answer the rest of my question, 
first ? That is, have you any more studies under way for greater 
efficiencies in other departments that those you have mentioned ? 

Mr. Warren. In our own office? 

Senator SALTONsTALL. No; I mean in the Government as a whole. 

Mr. Warren. Yes, sir. 

Senator Savronstratu. And how near are they to completion ? 

Mr. Warren. We are now in 46 agencies. And marked results have 
been achieved in some of them; the Bureau of Reclamation, for in- 
stance. That was a very bad spot, Senator Cordon, as you know. We 
have shown great improvement there. We are showing great improve- 
ment in the Maritime Administration, too, which was utterly hopeless 
at one time. 

Senator ELtenver. What is the scope of your work in those depart- 
ments, Mr. Warren? Does it deal purely with their accounting prac- 
tices, or does it involve any other procedures # 

Mr. Warren. Of course, we are giving them better accounting. 
That saved a hundred men that the former Maritime Commission 
had doing that work. 

Senator Evtenver. Yes. 

Mr. Warren. But generally, when you ask as to the scope, it depends 
upon the type of audit we are required to make for a particular agency. 
Now, there are two special laws that we operate under in the Maritime 
Commission, which would not apply to some of the others. The new 
Budget and Accounting Procedure Act of 1950 gives recognition to 
our comprehensive audit program which is being put into effect in a 
number of other agencies. That program in turn recognizes that the 
accounting and internal control procedures of each agency are the 
basic points for effective control of the Government’s’ financial 
transactions. 
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Senator Extienper. In other words, may we not state this; that 
by improving the accounting facilities of the departments that you 
have to audit, that will necessarily decrease your work over a period 
of time? 

Mr. Warren. If they do a good job. 

Senator ELtenper. Now, while on the subject, I notice that you give 
three reasons, First, you speak of constant surveys. Now, have you 
a special team within the Department that makes these surveys ¢ 

Mr. Warren. You mean with the other agencies? 

Senator ELLenpEerR. No; in your own. 

Mr. Warren. The planning staff of my immediate office is at all 
times engaged in intensive efforts, under my direction and in coopera- 
tion with the several divisions of the General Acc ounting Office, to 
perfect the internal organization and working operations of the Office. 

Continuous attention is given to all policies and activities of the 
Office, the workloads, quality and quantity of production, and the flow 
of the work with the view toward the prompt and efficient audit of 
the financial transactions of the Government. 

As a part of this activity we have a survey going on by one of the 
top men that is in the Government today. That is every day. 

Senator Exrenper. And his work is within your own department? 

Mr. Warren. Yes, sir; and he was appointed by me as my repre- 
sentative, and as a result of his work we abolished the Accounting 
and Bookkeeping Division, and found we could do the work with 61 
people as I have explained to you. 

Senator ELtenper. Now, your second reason is: because of special 
legislation having been enacted. Would that special legislation to 
which you refer apply to FCC or to the Maritime Commission or to 
other departments of Government? Or was it more or less passed 
with particular reference to your own work? 

Mr. Warren. It applies to all of the agencies and departments of 
the Government. It makes plain the responsibilities of the General 
Accounting Office for accounting principles and standards and for co- 
operating in the development of. agency accounting systems. It spells 
out into law the joint accounting program. It sets out for the first 
time in general law the responsibility of each executive agency to 
establish and maintain its own systems of accounting and “internal 
control. It puts on the Treasury Department the responsibility for 
a system of central accounts and reporting. 

Senator Etitenper. How about the State Department ? 

Mr. Warren. They are under the program and the law, yes. 

Senator ELienper. I think you have a lot of deadwood in that De- 
partment that could be easily dianbeniil. 


ALL GOVERNMENT AGENCIES COULD REDUCE PERSONNEL 


Mr. Warren. Senator, you have led me up to saying something that 
ought to have been said a long time ago. I know there are many in 
the Government who would agree with me. There is not an agency 
or department in this Gover nment today that can’t reduce its per- 
sonnel if it wants to do so and has got the courage to do so. 

Now, I am going to tell you one ‘terrible road block. I had the head 
of an agency tell me before Christmas, “I know I have got too many 
people.” He said, “I would like to reduce them.” He went on to say, 
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“But I wouldn’t go through what you have gone through for any- 
thing in the book.” 


CIVIL SERVICE LAWS AND REGULATIONS DETER EFFICIENCY AND ECONOMY 


One of the greatest deterrents to efficiency and economy is civil 
service laws and civil-service regulations, most of which were made 
in pursuance of law. I hope no one will take out of context anything 
that I say here. I am not criticizing the Civil Service Commission 
or the members. They have gone out of their way at times to co- 
operate with us. I think one of the finest things that has happened 
in Government is Bob Ramspeck coming in to head it, and I have 
great confidence that he is going to doa fine job. This thing is basic. 


VETERANS JOB PREFERENCE 


Now, of course, I believe in veterans’ preference, but I think we 
have gone too far on it. But, leaving out the veterans, and I think 
95 percent of our veterans in the General Accounting Office are high- 
ly efficient, competent people, the “reduction in force” is where the 
pain and agony is, and that is why some agency heads don’t want 
to go through it. Why, in taking over 7,000 people off of our payroll, 
we have lost some of the finest and ablest people in the Gov ernment. 
It just simply broke our hearts that the Government and our office 
were to de deprived of people of that caliber. 


POSSIBLE COURSE IN ELIMINATION OF JOBS 


Senator Tuyr. Would you mind a question right at that point ? 

Could any of these agencies adopt a policy that, in order to achieve 
a reduction in force, that every time that one retired because of the 
age factor, the other would be seeking other employment or other 
occupation ; that they would not fill that job, but they would re- 
classify the dep: utment? I think in that manner you would get out of 
the pain of separating a man from the Federal payroll 

Mr. Warren. Senator, I was a pioneer in the Government in doing 
just that. And on account of their interest in the results achieved in 
this way the House passed the Jensen amendment last year. 

Senator Corpvon. Which was somewhat controversial. 

Mr. Warren. Yes. We reduced our rolls by hundreds of people 
by not filling vacancies. 

Senator Ture. That is what I had reference to. 

Mr. Warren. We only filled them in a few isolated cases. And 
then the rule was to come to me personally and see if they were to 
be filled. The House was impressed with the result and wrote it 
into effect for the whole Government. I was in favor of the principle 
of the Jensen amendment as an aid to reduction of personnel, but I 
didn’t advocate it for the whole Government without adjustments to 
make it more workable, because I didn’t know the individual prob- 
lems. Westill follow the principle of stringent control over the filling 
of vacancies. 

Does that answer ? 

Senator Turn. Well, that answers it because it just seems that that 
would be a painless proposition. 
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Senator Ertenper. But it would require such a long period of time 
to do that, Senator. 

Senator Tuyr. The first thing would be to ascertain what is the 
turn-over in a department. And I think that you would find that 
the turn-over would run quite a sizable percentage. And right there 
is the answer, if they didn’t fill those vacancies. 

Senator Eittenper. You have a lot of people now who could take 
retirement but find it more beneficial to remain in the Government. 
Is that not true, Mr. Warren ? 

Mr. Warren. Yes, sir. I believe that is true throughout the Goy- 
ernment. 

Senator Evtenper. And that should be prohibited, in my mind. 

Senator Ture. During these defense years, now, you would prob- 
ably like to encourage the older and efficient people remaining, be- 
cause it is difficult to find the young, because the young are either 
in defense or military service. But I do believe that you have a 
normal turn-over through deaths. I know that we had it in State. 
And I know that we could economize without any particular pain as 
to terminating a person’s job, you see. 

Senator Maysank. The point, as I understand what Mr. Warren 
says, is that they could cut out a lot of employees, but it is a very 
painful thing to do. It is a horrible thing to have to tax the people 
in the way they are taxed, also. So it works both ways. And I 
would say it works more of a hardship on some of the taxpaying 
people of this country. 


EFFECT OF REDUCTION-IN-FORCE SYSTEM UNDER CIVIL SERVICE 


Mr. Warren. For example, let us say that on an ordinary reduction 
in force we have somebody, let us say, who has been in the Govern- 
ment for 10 years. He gets a “good” efficiency rating. Here is some- 
body that has been in there 5 years and gets an “excellent” efficiency 

rating, and is a person that the Government can ill spare. Yet that 

man has to go out. It is this system all the way down the line that 
causes us to lose splendid people. The head of a department or 
agency ought to have the right to say—leaving aside veterans’ prefer- 
ence now, “and not talking about that—who goes out in that case, 
whether it is the one that is just hanging on, or whether it is the 
person who has made a real contribution. Or, instead of saying who 
goes out, the head of the Department should have the right to say 
whom he is going to keep, to promote efficiency in his office. 

Senator Maynank. I agree on some of that but not all. 

Mr. Warren. Now, that is no criticism of the members of the Civil 
Service Commission. But the Government is absolutely engulfed 
in personnel regulations and red tape, and so forth, that prohibits and 
deters efficiency and economy. And three-fourths of the Government 
knows what I am saying is true, but they just don’t want to come vy 
here and say it. 

Senator Mayzank. The American people know it, too. I agree 
with what you say. 


GOVERNMENT GREATLY OVERSTAFFED 


Mr. Warren. I have always said that. I have always said, and 
say now, that the Government is greatly overstaffed, too. 
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May I offer for the record just two paragraphs more on this ques- 
tion of giving agency heads the right to keep their best men ? 

Senator Maypank. For the record, without objection. 

(The material referred to follows :) 


There is no authority in the head of a department or agency to retain employees 
wholly on the basis of merit when reductions in force are made. I believe this 
factor, coupled with the complex procedures that must be gone through, prac- 
tically stifles any enthusiasm in a department or agency to make personnel 
reductions. What are the results? The department or agency remains over- 
staffed and any departmental or agency program to improve efficiency and 
reduce costs suffers from lack of interest and support from the employees all 
the way down the line. 

I think the reduction-in-force regulations issued by the Civil Service Com- 
mission under the law are time consuming, complex, difficult to administer, 
and do not place the proper emphasis on efficiency of individual employees. 
Apparently the intent of the regulations is to eliminate the personal factor in 
the process of selecting employees for reduction or separation, but the result 
has been to deprive a head of a department or agency of the authority to select 
employees for retention who can do an outstanding job as distinguished from 
those who just get by. If the head of a department or agency were given greater 
latitude to retain employees in the service on the basis of efficient performance, 
there is no doubt in my mind that many department or agency heads would make 
a real effort to reduce personnel. 

The experience of the General Accounting Office in the past few years demon- 
strates that an agency can make substantial reductions in personnel under 
existing regulations, but I am frank to admit that, during the process, even I 
sometimes wondered whether it waS worth what we had to go through. 


Senator Extenper. I ask Mr. Warren as to two of the reasons 
assigned by him. 

Now, the third reason was accomplished, as you say, through this 
joint accounting program. What authority has that joint accounting 
to go into other departments and try to do what you have done in your 
own ¢ 

Mr. Warren. Well, as I say, the joint accounting program has now 
been translated into law. So we have authority to goin there. 

When you say “we, “tow Ahoin doy vou refer ? 

Mr. Wannen. The General Accounting Offic e, 

Senator Evienper. All right. But not the author ity created under 
that law? 

Mr. Warren. The law requires us to cooperate in developing agency 
systems, but it makes the head of every agency responsible for setting 
up and maintaining an adequate system. 

Senator ELtenper. So that it is left really to the department heads 
of these various other divisions of Government to do what you did? 

Mr. Warren. That is right. 


RECAPITULATION OF GAO PERSONNEL SINCE 1940 


Senator Ettenper. Now, Mr. Warren, I think you have made a very 
impressive statement here, and showing. I would like to ask you 
this: Youstate that on April 1, you had 6,93 cee which showed 
a reduction of 7,970 under what you had in 1946. Now, of the 14,904 
that you had in 1946, how many were employ ed in the General 
Accounting Office because of World War II, and that you had to dis- 
pense w ith y when the war was over? 

Mr. Warren. Well, when I came into the General Accounting Office 
November 1, 1940, the war was on in Europe. 

Senator Extenper. Yes. How many did you then have? 
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Mr. Warren. I would take this 1941 figure. On June 30, 1941, 
we had 5,525 people. 

Senator Extenper. All right; 5,525. You were in charge. Now, 
why did you have to increase the number to fourteen thousand- plus? 

Mr .Warren. Well, sir, we had our men in cost- plus-fixed-fee fac- 
tories all over the Nation during the war. Then, again, transporta- 
tion, which used to be audited by the agencies, was dumped on us 
in a hopeless mess. 

Senator E.ienper. Yes. Now, I do not want to appear critical, 
but I am just trying to obtain facts and see the extent to which others 
could properly ‘do what you have done. I wonder how many other 
agencies had to employ the large number that you did in order to 
do all this auditing during the war. Because, as you say, before 
the war, you had 5,525, and during the war you had to increase that 
to almost three times what you had before. And then after the war, 
when the war was over, then you no doubt had less work. Am I 
right in that? 

Mr. Warren. We had no doubt less work in the auditing line. 

Senator ELienper. Yes. 

Mr. Warren. And we decreased our auditing division—that maybe 
is the better answer—from 5,907, which was the peak in our Auditing 
Division alone, to 1,854 today. 

Senator Exvienper. Let me ask you this, now. Could you have 
done with 6,934 people what required 14.904 to do during the war?! 

Mr. Warren. No; I don’t say that. Because we have taken on 
many more duties, Senator. 

Senator ELtenpver. Yes; I understand. 

Mr. Warren. Imposed upon us by Congress, too. There was the 
Government Corporation Control Act, which brought under audit 
control for the first time all of the Government corporations. And 
there were 101 of them when we entered that field. 

Senator Corpon. In addition to that, is it not true that if what 
is not partial mobilization goes into all-out war with a consequential 
terrific increase in your type of negotiated contracts or cost-plus- 
fixed-fee contracts and the like, you are going to have to expand your 
office again ? 

Mr. Warren. Well, yes; we are. But nothing like it was during 
the last war. 

Senator Eritenver. Senator, the point that I would like to bring 
out is that other agencies may not be able to follow Mr. Warren, 
because the General Accounting Office had to employ so many more 
iro during the war than did ‘these other agencies. 

Senator Corvon. I suggest that there is reasonably accurate and 
const ant relationship between the work of the General Accounting 
Office and two others. One is the amount of financial operations of 
the Government, and the second is the number of people on the 
Government payroll. 

Senator Savronstaty. Mr. Warren, do you need any more money 
or people to help you to make reorganizations of accounting methods 
leading to ereater efficiency in as many departments of Government 
as you can undertake? 

Mr. Warren. All we are asking for is the full request that we now 
have before you. We do not have enough high-class accountants. 
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And, as I say, we set high standards for those men. We need those 
for accounting systems because we are putting in new systems, and 
we need them in our corporation work. 

Senator SaLronstaLu. But you are going ahead as fast as you can? 

Mr. Warren. Oh, yes. I think, really, Senator, if I may say it 
modestly, the fact that during the last year we have gone into 46 de- 
partments and agencies and accomplished what we have is re: uly far 
more than we expected. 

Senator Savronsraui. Is there any more that we could do to help 
you to accomplish that, assuming you are doing it efficiently ? 

Mr. Warren. By questioning the other agencies when they come 
before you about what they are doing about accounting. 

Senator Corvon. That answer, Mr. Chairman, brings up a matter 
that has been in my mind for some time. I hope in another year 
this subcommittee handling independent offices will have the General 
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eS Accounting Office before it, before it goes into any requests of any 
bs other of the agencies of Government, so that we will be able to have 
Fi in advance that information which is necessary to direct our inquiries 
B into these various fields wherein the General Accounting Office does 
2 have some supervision ; so that we can determine the extent to which, 
Br from the viewpoint of the agency itself, it is cooperating with and 
b executing this general accounting procedure, and what it has done 





i under it. 








E Senator Evitenper. In that connection, Senator, I wonder if it 
a would be possible to get the advice of the General Accounting Office as 
e to each of these various departments before we go into the ‘det ails of 
. their appropriation requests. 

f Mr. Warren. Of course, we will be glad to furnish to you any in- 
, formation that is available as a result of our audit. We are required 





by law to service this committee when we are requested to do so. 
Senator Ettenper. Let us give Mr. Warren notice now that when 
. this committee reassembles for the next fiscal year, we will probably 
j call him first, and that he should be prepared to give us his recom- 
mendations as to all departments that we are dealing with here, in 
particular, and with respect to other departments that other subcom- 
mittees may deal with. 
Senator Maysank. Without objection, that may be done. 

Now, we have never gotten down to the question that somebody 
raised here about the automobiles. Do you want to have a letter 
written to—— 
Senator ELLenvDer. 













Civil Service ? 












GOVERNMENT AUTOMOBILES 









Senator Maysank. No, as to Civil Service, we will find out from 
them on Wednesday. But somebody raised a question about the au- 
tomobiles. And, of course, the automobiles are listed separately in 
various pages here. So the best thing I can think of would be to ask 
the General Accounting Office to make a total over-all summary of 
the total number of automobiles. They could just make a statement 
and list the number. 

Mr. Warren. You meant the Bureau of the Budget? 

Senator Maypank. Yes. Let them give us a letter showing the 
number of automobiles operated by the Government. 
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Senator Extenper. I wonder if there would be any difficulty for 
Mr. Warren to give us the number of officials in the various depart- 
ments of Government that have automobiles. 

Senator Maynank. That is in this book. So, let us ask them to 
take them out of each page and put them together. 

Senator Exiienper. In other words, let us take the budget for the 
Commerce Department. Does it show that Mr. Sawyer has an auto- 
mobile, and all of his assistants ? 

Mr. Cooper. It shows the total for the Department. 

Senator Tuyr. The question that occurs to me, Mr. Chairman, is 
that we say 1 agency had 12 cars assigned to it. We do not know 
who is entitled to use the car. We do not know whether that car car- 
ries a chauffeur. We do not know whether that car is by order and 
policy compelled to go out and pick up a department head and bring 
him to his office, and then have the car go back and act as a public 
conveyance for the wife and the family, and go to teas and social 
functions, as well as bring the children to school. I think we have 
got to get to the bottom of this. 

Senator Maysanx. Whatever motion you wish to make, gentle- 
men, will be taken up. 

Senator ELLENpER. Suppose we start right now. It will not take 
very long. 

How many department heads in your outfit have the use of a car, 
exclusive use of a car? 

Mr. Warren. None whatever. I don’t. 

Senator Etitenper. You do not? 

Mr. Warren. No. 

Senator ELLenper. How many cars does General Accounting have / 

Mr. Warren. Three passenger cars, one very old. 

Senator Exvtenper. Is each supplied with a chauffeur ? 

Mr. Warren. Well, yes. But generally we use about two chauffeurs 
to three cars. 

Senator ELLeNpEeR. Now, what are those cars used for ? 

Mr. Warren. Those cars are going back and forth from depart- 
ments and agencies, going back and forth sometimes three and four and 
five times a day to the Capitol here, to Congress, to congressional 
committees. 

Senator E:ttenper. And the purpose of it is to transport people 
from your department who testify before committees ¢ 

Mr. Warren. Absolutely. We don’t carry anybody for a ride. 


SURVEY ON USE OF TAXICABS 


Senator Ettenper. In that connection, have you ever made a survey 
to find out how much less it might cost the Government to utilize taxis 
than to have your Department, say, operate three cars? 

Mr. Warren. I understand that we have been discussing that with 
the Bureau of the Budget. I have not been told whether anything 
has come up on it or not. 

Senator Ettenper. Have you made any survey on it within your 
Department ? 

Mr. Warren. The Budget is surveying it and has asked for some 
information on it. 

Senator Eiienper. And you have reached no conclusion ? 
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Mr. Warren. I understand not. 
Senator ELLenper. Do you contemplate a report soon on the prob- 
a lem? 
Ey Mr. Warren. No. They asked us some questions. It was a matter 
e they started. 
Senator Extenper. That is another thing you could check into and 
be ready to report to us next year. We might be able to eliminate all 
these cars and make the officials use the taxi service. 


RETENTION OF KEY PERSONNEL DURING REDUCTIONS IN FORCE 





Mr. Warren. Senator, I understand exactly how this committee 
feels. Here you are trying to reduce the cost of Government. You 
all are frustrated. The Government is so big. You are frustrated, 
just like Iam at times. I know how you feel. 


FURTHER STATEMENT ON GOVERNMENT AUTOMOBILES 


Mr. Warren, 





Senator Maynank. Are there any further questions? 
we want to thank you for coming down here. 

1 want to say this to Senator Ellender. I think the best thing to 
do, without objection, is to ask our clerk to see if he can find out 
about these automobiles. I might be wrong. It would be sort of un- 
fair to ask every agency to come here before us as to automobiles, and 
not have gnother subcommittee ask the same questions. I mean, it 
would look like we were sort of picking on the agencies. And what 
you are interested in really is all agencies. We could not ask Agri- 
culture, for instance. 

Senator Etnenper. Why not have the whole committee do it? 

Senator Maynank. We will ask the clerk to take that up with the 
full committee. Because it would not be fair to take those who appear 
before us and leave the others out. 

Senator Ei.tenper. Let us not overlook anybody. 
Senator Maysank. Thank you, Mr. Warren. 
Mr. Warren. Thank you very much, Mr. Chairman. 


FEDERAL POWER COMMISSION 


STATEMENTS OF MON C. WALLGREN, CHAIRMAN; THOMAS C. 
BUCHANAN, VICE CHAIRMAN; CLAUDE L. DRAPER, COMMIS- 
SIONER; NELSON LEE SMITH, COMMISSIONER; HARRINGTON 
WIMBERLY, COMMISSIONER; EARL F. SECHREST, BUDGET 
OFFICER; CHARLES W. SMITH, CHIEF, BUREAU OF ACCOUNTS, 
FINANCE, AND RATES; WILLIAM R. FARLEY, CHIEF, DIVISION 
OF LICENSED PROJECTS; FRANCIS L. ADAMS, ASSISTANT CHIEF, 
BUREAU OF POWER; BRADFORD ROSS, GENERAL COUNSEL; AND 

J. B. TURNER, CHIEF, DIVISION OF PERSONNEL AND ADMINIS- 

TRATIVE SERVICES 





GENERAL STATEMENT 







Mr, Watieren. Mr. Chairman and members of the committee, I 
am Mon C. Wallgren, Chairman of the Federal Power Commission, 
and I appear before this committee in support of the appropriations 
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requested for the Commission in the President’s budget for 1952. I 
have with me from the Commission Thomas C. Buchanan, Vice Chair- 
man; Commissioners Claude L. Draper, Nelson Lee Smith, and Har- 
rington Wimberly; Mr. Earl F. Sechrest, budget officer; Mr. Charles 
W. Smith, Chief of the Bureau of Accounds, Finance, and Rates; 
Mr. William R. Farley, Chief, Division of Licensed Projects; Mr. 
Francis L. Adams, Assistant Chief, Bureau of Power; Mr. Bradford 
Ross, general counsel; and Mr. J. B. Turner, Chief, Division of Per- 
sonnel and Administrative Services. 


AMOUNT REQUESTED 


The Federal Power Commission is a relatively small agency which 
has important responsibilities relating to domestic welfare and_na- 
tional defense. It requests for the fiscal year 1952 $4,365,000, which 
is exactly the same amount as was appropriated for the year 1951. Of 
this amount $4,045,000 is for “Salaries and expenses” and $320,000 for 
“FJood-control surveys.” In spite of greatly increased workloads, the 
Commission is asking for 10 less average positions that it had in the 
prewar year of 1940. 

Of course we cannot do this and keep all work on a current basis. 
Some existing backlogs will increase; some backlogs will appear where 
there were none. But that is necessary if we are to keep our budget 
low and still get minimum essential work done in other areas of ac- 
tivity. 

Senator Corvon. Would you prefer to go through your statement 
before questions, Mr. Wallgren ¢ 

Mr. Watxieren. I think so, if it would be all right with you, Senator. 

Senator Corpon. That is quite all right. 


ELECTRIC POWER PROBLEMS RELATED TO DEFENSE PROGRAM 


Mr. Watieren. Despite the fact that the Commission has not been 
specifically designated as a defense agency, it has been and currently 
is performing, at the request of defense agencies, more and more work 
on electric power problems related to the defense program. It is 
generally recognized that electric power is vital to virtually all pro- 
duction; that it is just as important as materials and manpower. 
Therefore the many questions and problems presented to us must re- 
ceive proper and prompt attention. 

The Federal Power Commission has a most competent staff of ex- 
perts in the electric and natural-gas fields. Its experts have a thorough 
knowledge of the details of those industries such as the capabilities 
of generating plants, the locations thereof, the sources of supply of 
natural gas, the capacity of the pipelines, and the demand of the mar- 
kets, et cetera, which is not possessed by any other agency. 

Senator Maybank. Now you said to Senator Cordon that you did 
not want to be interrupted, but I certainly want to make this observa- 
tion. I know of the good work you did in the last war, and I know of 
the valuable information that you have been supplying. 

Mr. Wauieren. The work of the Power Commission, Senator, is 
highly technical, and I have with me the staff, here, who would be able 
to answer these technical questions as we go along, but it is perfectly 
all right to question me at any time. 

Senator Maypank. You just go ahead. 
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Mr. Wauteren. In this time of mobilization and preparedness, 
when that staff constantly is being called upon by defense agencies, it 
is most important that the staff not be curtailed. 













SOURCE OF INFORMATION REGARDING GAS 
AND ELECTRIC UTILITIES 


AUTHORITATIVE 










The Federal Power Commission is the authoritative source for in- 
© formation concerning the gas and electric utility industries. ‘The 
* Bureau of the Budget has instructed the Commission that its activities 
relating to the gathering g, analyzing, and tabulating of information 
F concerning these industries must not be curtailed. This, of course, is 
a wise move because, if the Commission curtails the compilation of 
such basic information which is needed more than ever in times of 
an emergency, then obviously some new agency must undertake the 
S work with the added cost and confusion which frequently results when 
> anew organization starts a new endeavor. I submit that the cost of 
. compiling such information by a new agency would greatly exceed the 
cost of its compilation by the Federal Power C ommission and, in addi- 
tion, would undoubtedly result in delays as well as inconvenience 
to the utilities, which would have to make additional reports. 
















PERSONNEL REQUESTED LESS THAN IN 1940 






ss In other words, the Federal Power Commission is a relatively small, 
' compact, expert body which is doing a vitally important job in an 
© efficient manner. It has not asked for any increase in 1952 as compared 
with 1951; the personnel sought for 19! 52 is less than the actual number 









= of employees in 1940. This is in spite of the fact that the Commis- 
» _ sion’s duties have been incre: ised substantially since 1940, particularly 
: by the amendment of section 7 of the Natural Gas Act on February 
4 7, 1942, when the Commission was given comprehensive authority in 
Es respect to the issuance of certificates of public convenience and neces- 
/ _ sity to natural-gas companies. 

: It is my opinion that any material reduction in the funds for the 
| — Federal Power Commission will necessarily result in impairment of 






its important functions—functions which are important not only to 
our domestic welfare but especially important in this time of national 
emergency. 

Our prepared justifications go into considerable detail on the status 
of each function listed on the attached table, showing why we perform 
each one, what has been accomplished, what is being done currently, 
and what we hope to accomplish under the budget before you. I would 
like, however, to touch briefly upon our major activities. 










CHIEF ACTIVITIES OF THE COMMISSION 











The Commission’s chief activities involve the issuance of licenses 
for hydroelectric projects, the regulation of interstate electric utilities 
und natural gas companies, the compiling and keeping current infor- 
mation relative to the entire electric-utility industry, and investiga- 
tions relating to Federal river- development projects. 

If the work of the Commission is to be ac complished in an effective 
and eflicient manner, the Commission must have the staff to keep pace 
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with the rapid growth in the electric and natural-gas industries. The 
rapid growth of electric and natural-gas industries in the last few 
years has been enormous. Electric-utility production in receit 
months has exceeded all previous records and the end of its grow‘); 
is not yet in sight. The Commission, in its annual report for 1950, 
shows that of the total installed capacity of electric plants, some 6) 
million kilowatts, about 10 percent, or 6,500,000 kilowatts, was in- 
stalled in 1949, and that the planned installations for the next few 
years will continue at this same fast pace. At this rate the installed 
capacity will be doubled in 10 years. 


LICENSING OF NONFEDERAL HYDROELECTRIC PROJECTS 


The first major activity covered in our presentation is “Licensing 
of non-Federal hydroelectric projects.” As the committee is aware, 
this is virtually a self-supporting activity. The estimated cost for 
1952 is $615,000 and we collect an average of around $600,000 each 
year toward reimbursing the Government for administration of 
part I of the Federal Power Act. The money collected goes into 
“Miscellaneous receipts” and is not available for use by the Com 
mission itself, although the Government breaks about even on thie 
activity. 

The principal function under this heading is that of licensing non 
Federal water-power developments which involve lands or waters of 
the United States subject to congressional jurisdiction. As of the 
start of this fiscal year 176 applications were pending, covering 4.5 
million kilowatts of generating capacity. In the current year we 
expect to complete about as many cases as we expect to receive, and next 
year reduce the backlog by about five cases. That would still leave 
us with about 100 more cases on hand than should normally be in 
process at any one time. 


RESPONSIBILITIES OF FIELD STAFF 


The Commission’s field staff is responsible for the inspection of 
projects under construction and in operation, to insure compliance 
with the license conditions. In the past the Departments of Agri 
culture and Interior have made inspections of many of the projects 
located on Government lands under their jurisdiction. Re cently these 
two agencies have informed us that they will be unable to make these 
inspections. The number of licensed projects to be inspected by the 
Commission’s staff will be increased about 80 percent. This addi- 
tional work was not anticipated in the budget presentation, 


COST, DEPRECIATION, AND ADDITIONS FOR PROJECTS 


Another important aspect of this major activity is the determina- 
tion of actual, legitimate, original cost and the determination of 
depreciation and cost of additions for projects under license. Not 
only are original-cost determinations important in rate making, but 
such costs, together with subsequent costs of changes in plant, must 
be certified to the Secretary of the Treasury for use in the event of 
acquisition by the Gover nment. This work is far behind, and the 
already sizable backlog will increase this year and next year because 
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we cannot devote sufficient manpower to it and still perform defense- 
related activities at an accelerated rate within the limited budget 
which we have presented. 


REGULATION AND SURVEYS, ELECTRIC-POWER INDUSTRY 


The budget before you calls for a net increase of $85,000 for 
the work we do in connection with the electric-power industry. 

The largest single increase is in the amount of $60,000 for the 
gathering and analysis of basic data. This increase is necessitated 
by the increasing demand for electric-industry data due to the defense 
program, and provides for increased utility coverage and improve- 
ment of the up-to-date data maintained on utilities subject to Com- 
mission jurisdiction, all other electric utilities, and certain industries 
which generate electric energy. 

Also related to defense requirements is an increase of over $25,000 
for power requirement and supply studies which are necessary in 
many other functions which the Commission performs in providing 
information, data, and studies for Congress and other Federal agencies 
on electric-power matters. The National Security Resources Board, 
Atomic Energy Commission, National Production Authority, De- 
fense Electric Dean Administration, Department of the Navy, Air 
Force, Munitions Board, Petroleum Administration for Defense, 
Legislative Liaison Service of the Library of Congress, and Bureau 
of the Budget are among those who rely upon the Commission for 
information and expert advice in such matters. The Bureau of 
the Budget has specifically requested that we keep this work up to 
date to meet defense-effort requirements. 

Over $15,000 has been added to “Interconnection and coordina- 
tion studies” to permit increased studies regarding the ability of the 
electric industry to handle an increased number of defense loads on 
electric systems and to expedite action on an estimated 20 applica- 
tions from electric utilities for temporary emergency interconnec- 
tions related to defense loads. 

Partially to offset these necessary increases we have had to reduce 
the funds which otherwise would have been devoted to other im- 
portant functions. As an example, we have reduced the amount 
to be spent on power-market surveys by $27,500, or over 25 percent 
of the amount to be spent in the current year, which in turn is nearly 
0 percent lower than what was used in the last fiscal year for that 
purpose. 


REGULATION AND SURVEYS, NATURAL GAS INDUSTRY 


We have increased this major activity just about half as much as 
the increase reflected under the electric-power industry, or $42,000. 

The largest single increase, $21,000, is for work on gas rate cases. 
The Natural Gas Act requires the Commission to give priority to 
filings for inereased rates over “other cases pending before it and 
decide the same as speedily as possible.” Thus the Commission has 
little or no control over this part of its workload; and, because of this 
requirement, investigation of prima facie high rates necessarily may 
be delayed. Nevertheless, consumers currently save over $44.5 mil- 
lion per year, or over 10 times the Commission’s entire budget, as a 
result of Commission action in gas rate cases. 

81845—51——18 
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The trend in very substantial rate reductions which the Commis. 
sion has made in the past, aggregating about $350,000,000 to date, 
in respect to natural-gas companies, is now being reversed, however, 
The Commission is swamped with applications for large increases in 
rates. There are now 10 applications before the Commission by 
natural-gas companies to increase their rates by some $22,000,000 
annually. These increases must be acted upon expeditiously or the 
rates may become effective automatically under the law. 


COMPETENT REGULATION IN PUBLIC-UTILITY RATES 


We look to public-utility regulatory agencies to hold the line to the 
extent possible in respect to public-utility prices. It would be most 
unfortunate if, at this time of inflation and continued threat of 
inflation, the Federal Power Commission did not obtain adequate 
funds to do a competent job in the field of rate regulation with the 
result that consumers would carry the burden. 

Senator Maynank. Have you asked for sufficient money here to do 
that ? 

SPACE FOR HEARINGS INADEQUATE 


Mr. Wautreren. Yes: I think we have, although I would put it this 
way: As I see it, the Power Commission could just about double its 
staff if we just had the housing for them and the facilities for them 
to operate. We are behind in our rate cases, and the fact of the 
matter is that when we try to hold hearings we have to go and 
borrow hearing rooms from other agencies of the Government. Some- 
times these people come from all over the United States here to at- 
tend a hearing, and at the last minute the room is canceled out on us. 
You might come down and look at some of our space. 

Senator Maypanx. I know about that. We have had to do the 
same thing down here. 

Mr. Watieren. I think we have a little rougher time than you do 
on that, Senator. 

Senator Maypanx. We really do have a bad problem here, though. 


PROBLEM OF LOSS OF PERSONNEL TO INDUSTRY 


Mr. Wauicren. And we have a particularly difficult problem in 
the case of our most valuable personnel. Industry takes these men 
away from us. As soon as a man becomes a competent gas accountant, 
he is offered a better job by industry. These men are pretty hard to 
get. They are experts in their field, and it is quite a problem with 
us to keep them. 


EXPANSION IN NATURAL GAS INDUSTRY 


Another requested increase in funds amounts to $17,500 in con- 
nection with issuance of certificates of public convenience and neces- 
sity for natural-gas facilities. I’m sure the committee is aware of 
the tremendous expansion in the natural-gas industry, particularly 
since the end of the last war. The industry since 1942, when the 
Commission was given comprehensive authority to issue certificates 
of public convenience and necessity in respect thereto, has about 
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doubled its pipeline capacity. From 1942 to June 30, 1950, the Com- 
mission authorized a total of 33,689 miles of pipeline at an estimated 
cost of more than $2 billion. The pipelines now constitute a network 
throughout the United States, bringing this desirable fuel, natural 
cas, to practically all of the States. ‘Today there is unprecedented 
demand for this fuel. Before natural-gas companies can supply the 
demands they must secure certificates or franchises from the Com- 
mission. The impact of that demand upon the comparatively small 
staff which the Commission can assign to such work has placed a very 
heavy strain upon the staff and the Commission. In fiscal 1950, even 
though 121 applications, representing 9,800 miles of pipeline and over 
three-fourth of a billion dollars cost, were disposed of, the number 
of applications pending or in process increased by 40; the number of 
miles of ye oo represented increased by 3,500, and the cost thereof 
by nearly $200 million. Thus we feel that the modest increase re- 
quested is fully warranted. 

Partially offsetting these necessary increases are reductions of $15,- 
800 for gas tariff conversions and nearly $10,000 for reclassification 
and original-cost studies of natural-gas companies. 


INVESTIGATIONS RELATING TO FEDERAL RIVER DEVELOPMENT PROJECTS 


Under this heading our 1952 budget reflects a reduction of almost 
$15,000 for river-basin and project studies. These studies are de- 
signed to bring about the fullest possible conservation and develop- 
ment of the Nation’s water-power resources and are conducted in 
close cooperation with the Corps of Engineers and the Bureau of 
Reclamation, and in consultation with Agriculture, Commerce, and 
other interested agencies, 


CONSTRUCTION OF AUTHORIZED PROJECTS 


The Corps of Engineers and the Bureau of Reclamation are re- 
sponsible for the construction of authorized projects. The Commis- 
sion staff expects to be called upon to participate in 182 river-basin 
and project studies which these agencies will carry on during the 
current year, and informally the constructing agencies have advised 
us that our cooperation on 195 studies will be required during fiscal 
year 1952. In the face of this larger workload, our request for 1952 
funds for investigations relating to Federal river development projects 
is about $23,000 less than for 1951. 


REPRESENTATION ON ARKANSAS WHITE-RED RIVER BASINS COMMITTEE 


Also under this heading appears a reduction of over $18,000 for 
work incident to Commission representation on the Arkansas-White- 
Red River Basins Committee, an interagency organization established 
at the request of the President in June 1950 to facilitate the study and 
development of plans for improvement of water and related resources 
of those basins as authorized in the 1950 Flood Control Act. An ex- 
tension of the target date for completion of these studies made pos- 
sible the reduction in the budget year. 
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The work in connection with a similar organization, the New Eng. 
land-New York Interagency River Basin Comesitoen, would receive 
around $6,700 more under our 1952 budget to bring it up to the same 
level of activitiy as the Arkansas-White-Red work and the minimum 
consistent with the established completion date. 


APPROVAL OF RATES FOR SALE OF SURPLUS POWER 


Also provided for under this major peading is the Commission’s 
work in connection with the approval of rates for the sale of surplus 


power generated at certain Federal hydroelectric projects and, under 
section 303 of the Federal Power Act, with the compliance on the 
part of Government agencies engaged in the generation and sale of 
electric energy for ultimate distribution to the public with the Com- 
mission’s Uniform System of Accounts, as far as practicable. 


COMMISSION’S WORK IN RELATION TO DEFENSE 


Throughout my statement today I have mentioned the relationship 
of the Commission’s work to defense. I would like to point out that 
there are certain specific defense items which for security reasons I 
cannot here describe. These include classified special work for the 
Department of the Air Force and the Bureau of the Budget. We also 
have informal advice that the Commission may be requested to rein- 
state the protective survey program it conducted during World War 
II in regard to electric and gas utilities, 


CONCLUSION 


In this summarization, I have set forth some of the facts relative to 
our actual requirements as well as our efforts to keep our budget re- 
quest to a minimum. The details are shown in the justifications we 
have provided the committee, and the responses of the Commissioners 
and our staff members to any questions the committee may have will, 
I am sure, resolve for you any questions as to our need for the appro- 
priations we seek for 1952. 

In conclusions, I should like to emphasize four essential facts in 
connection with our budget, namely : 

(1) It calls for only the same amount as was appropriated for the 
current year. 

(2) It provides for less personnel than we had 11 years ago, in the 
last prewar “normal” year. 

(3) Our normal activities have increased in volume steadily since 
then, much of them being beyond the control of the Commission, and 
now we are faced with increasing defense needs superimposed upon 
our regular activities. 

(4) To help defray the costs of defense-related activities and hold 
our budget to a minium, we have reduced many functions even though 
such action unquestionably will increase backlogs, which eventually 
will have to be eliminated if the Commission is to continue to function 
as an efficient and effective organization. 

(The tabulation attached to Mr. Wallgren’s statement follows :) 
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Senator Corpvon. Those backlogs, Mr. Wallgren, are not so serious as 
might be indicated, in view of the position which the President has 
taken and which the Congress has taken with respect ao y to 
public works that are not necessary for the defense effort and which 
will be put over until some time in the future. 


BACKLOG IN RATE CASES 


Mr. Watieren. Senator Cordon, most of these backlogs are back- 
logs in rate cases, where we are trying to save the public a little money 
in the matter of rates. 

Senator Corpon. If you want to do that, why can you not make a 
further reduction, for instance, in these river-basin studies? Most of 
them are non-defense-connected. I note that you have made some 
minor reductions. But we have, for example, the Arkansas Basin, 
the New England situation, and so forth. 

Mr. Watieren. The same people that do that type of work are not 
engaged in the rate making, Senator. 

Senator Corvon. Then it would be a good time to let them go. 

Mr. WatierEeN. But we haven’t asked for any more people. 

Senator Corpon. I congratulate you on coming in here with no in- 
creased budget. But I am wondering whether there is anything fur- 
ther that can be done in that field. Because I recognize that in some 
fields a backlog could be very critical. And it might be so critical 
that it would be better to increase the force in that field even though 
you had to cut it drastically in one or two others. 

Mr. Watieren. I would say, Senator, if we needed any help it 
would be in the rate investigations, to try to provide a just and reason- 
able rate. 

Senator Corpon. But you could offset what you needed there, I 
would think, by reductions in these other nondefense fields, where the 
backlog factor is not of such great importance. 

Mr. Waticren. The requests come to us from other departments. 

Senator Corvon. Then those departments will just have to wait, and 
give first call to the job that has to be done. 

Senator Maypank. I think you said in Agriculture and Interior 
they were not going to carry on surveys any more, and they turned 
it over to you? 

Mr. Wauieren. That is right. We just can’t carry on that load. 


QUESTION OF DISCONTINUATION OF SURVEYS 


Senator Maynank. You do not know whether they have asked for 
it in the budget ? 

Mr. WatiGren. Do you know that, Mr. Adams? Whether Interior 
or Agriculture have pointed that out in their budget request, that 
they are not going to conduct those surveys that I mentioned here in 
my statement? 

Senator Maysank. In other words, we have been appropriating 
money for them in the past. I do not know whether they have taken 
that out. They have not started the agricultural hearings yet. 

(The following information was supplied :) 

The Departments of Agriculture and Interior informed us they would be 


unable to continue making the licensed project field inspections for us because of 
cuts in their funds. 
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Mr. Apams. May I make a comment, sir, on the river-basin studies? 
The time that we have provided for here, and the money correspond- 
ing, is set up consistent with the constructing agencies; that is, the 
Army engineers, and the Bureau of Reclamation, to determine the 
workload we have estimated. 

Before making any estimate of the time required, we have consulted 
with those agencies to determine the number of investigations that 
they expect to carry on. 

Senator Marsank. In other words, you merely do what those 
agencies ask for? 

Mr. Apams. That is right. And our workload is determined by 
their workload. 

Senator Maypank. In other words, you do not engage anybody 
unless they say they are going to do it, and under the law you would 
have to keep up with it. 


PROVISIONS FOR POWER DEVELOPMENT 


Mr. Apams. Under the law we must determine what provisions 
should be made for power development at Army projects. 

Senator Corpon. Now, last year, in our appropriation, we set out 
the policy of no additional public-works construction, no new con- 
struction, being necessary in the defense effort. Yet, I notice here in 
your statement on page 113, with respect to the Bureau of Engineers: 

It is expected that about 110 cooperative investigations will be required in 
1951 and 120 in 1952, 

And yet directions from the Congress and the money furnished were 
in reverse. Those directions were to cut down on that type of thing. 
Now we find it again over here on page 114. This is Interior: 

It is expected that about 60 cooperative investigations with the Department 
of Interior will be required during each of the years 1951 and 1952. 

That may be compared to 45 in 1950. In place of any reduction, here, 
we see an increase. 

Senator Maysanx. But you did not increase it. The Interior De- 
partment and the Army increased it. 

Mr. Watioren. They are asking us for more and more power for 
the defense effort, and as they do that, we have to make certaim studies. 

Senator Corpon. But they are not asking for any more power than 
they are getting money to put in. 

Mr. Watteren. That is right. 

Senator Corpon. That is the point. On page 114, you set out in 
1951, 182 investigations, and in 1952, 195 investigations. True, you 
have made a substantial reduction in your man-years in doing that 
job, for which I congratulate you, but it is the increase in the number 
of investigations that bothers me. Because we have been endeavoring 
to cut down on any newly initiated construction not directly con- 
nected with defense, and certainly the number that would be cut out 
would be greater than any number that would be put in in connec- 
tion with defense. 

Senator Mayspank. Senator, we did that on civil functions last 
year. 

Senator Corpon. Yes; on the General Appropriations Act. 
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Senator Maysanx. But again let me get my mind straight. I am 
pretty well familiar with what we did, and we voted, I think, almost 
unanimously on that. But the Army engineers and Interior have 
gone ahead and done this despite that. I do not know whether that 
was in the Interior bill or not. I know it was in civil functions. 

Senator Corvon. As I recall the basic control legislation, it was 
general, was in the back end of the bill and applied to all construction, 


REQUESTS FOR PROJECT STUDIES 


Senator Maysanx. They have asked you to do it, these agencies? 

Mr. Watteren. Yes. 

Senator SauronstTauu. Specifically you were asked to participate in 
182 river-basin projects and project studies in 1951, and you say that 
you are now, through consultations with these other agencies, specifi- 
cally asked to cooperate on 195 studies during fiscal year 1952. Is 
that right? 

Mr. Apams. Yes, sir; that is right. 

Senator SatronsTat.. So that those studies are increasing. Your 
requests for cooperation, initiated outside of your own endeavors, 
are increasing and not diminishing? 

Mr. Apams. Yes, sir; and these are studies, not necessarily of proj- 
ects for immediate construction, but advance planning. These agen- 
cies have been provided with investigation funds to proceed with 
planning studies for future development of river basins. As they 
proceed with their plans, we must proceed with our studies of power 
potentialities. 


QUESTION OF RELATIONSHIP TO DEFENSE NEEDS 


Senator Corpon. That means, then, that this is going about busi- 
ness as usual as far as public works is concerned, the defense economy 
to the contrary notwithstanding, because the planning of future con- 
struction has no relationship to any defense needs. 

Mr. Apams. I wouldn’t say that there is no relationship. Some of 
these projects may be found to be valuable defense projects which 
should be included in the construction plan. 

Senator Corpon. You have no knowledge as to how many, or the 
identity of them. 

Mr. Apams. No, sir; we have none definitely selected. These are 
investigations that the agencies that have construction projects have 
informed us they expect to carry on, and we have planned our work 
accordingly. May I also say there, that these surveys are of im- 
measurable value in our licensed project work. 

Senator Corpon. I can understand that. 

Mr. Apams. These studies are necessary to comply with the law. 

Senator Corpvon. You do not need a complete basin study in order 
for you to issue one license ? 

Mr. Apams. No, sir; I don’t claim we would have to make all of 
these studies for that purpose. 

Senator Corpon. Well, we have had a great number of licenses 
issued, and very few basin surveys have been made. 

Mr. Apams. We have made a basin survey in each case. 

Senator Corpon. A basin survey ? 
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Mr. Apams. Not in the sense that the Army engineers go out and 
make a field survey. But we have made a study of the potentialities 
of the basin and of a comprehensive plan for the basin, to determine 
how the licensed project can best be adapted to that plan. 

Senator Corpon. All right. You furnish a list of the basin surveys 
which you have made and which are now complete. I would like to 
see them. 

(The information requested is as follows :) 


at 


ha 
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River-BasiIn SURVEYS 


River basins in various parts of the country for which studies have been 
made and in which license project work is involved are listed below. In most 
cases, the comprehensive study of these basins was required and used both in 
connection with the Commission’s license project work and the review of Federal 
projects which the Federal constructing agencies have under consideration. The 
fact that surveys for these basins were either made last year or are now in 
progress does not mean that the survey work can be considered to be complete. 
As projects are constructed in a basin, as new applications for license projects 
are received, and as new proposals for Federal projects are made, continuing 
study must be made of the river basin to determine the effect of changing condi- 
tions, both physical and economic. 


Roanoke Des Moines 

Santee and tributaries Mississippi 

Yadkin-Pee Dee Wisconsin 

Altamaha Arkansas and tributaries 
Savannah Pecos 

Cape Fear Brazos 

Apalachicola Ouachita 

Rappahannock St. Lawrence 

James Connecticut 

Alabama Merrimack 

Tennessee Susquehanna 

Missouri Ohio and tributaries 
Yellowstone Delaware 

Platte Columbia and tributaries 
Kansas Colorado and tributaries 
Osage Sacramento-San Joaquin 
Illinois Pacific coast streams 

Mr. Apams. I would be glad to do that. 

Senator Corpon. The only thing that I hope for is that we will cut 
this to a minimum at this time. I think you have done a good job 
in your showing here. 

Mr. Wateren. Thank you. 

_ Senator Cornon. I am hopeful maybe we can do a little bit more 
in this field. And as far as I am concerned, sitting on the Interior 
and Civil Functions Subcommittees, I expect to take up the same 
thing with those agencies, who, after all, probably really initiate the 
job that you people have got to do when you are called upon. 

Senator Sarronsraty. Mr. Chairman, the distinguished Chairman 
who is before us is waiting for a further question. 

Senator MayBank. I asked Senator Ellender to sit and hear the 
last witnesses. I have no further questions. I am glad he has not 
asked for any more money. We congratulate him on that. And we 
can understand that if these Interior and Army people keep after you, 
_= is nothing else that you can do under the law except assist 
them. 

Senator ELtenper. May I ask a question, Mr. Chairman? If the 
Chairman is asking for no more funds this year than he did last, 
how will you take care of your in-grade promotions? 
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Mr, Securest. We will have to take care of those through lapses, 

Senator Corstn. That was the suggestion that the Comptroller 
General made when he was here. I hope you can do it. 

Senator Maysanxk. That is a good idea. 

Senator SauronstTa.L. Is this not correct, Mr. Wallgren: You have 
increased your personal services from $3,504,000 to $3,611,000. You 
have taken on $10,000 worth of part-time positions, and you have put 
on $14,000 worth of pay in excess of the 52-hour week. So, actually, 
you have increased your payroll by about $31,000 and decreased your 
surveys to the same extent. 

Mr. Watieren. Yes. We have another problem there, and I think 
you will find that all Government agencies are up against the same 
problem. They are trying to pirate our help. hese new defense 
agencies, come in and offer a higher rating for a man and say that 
they need him over in some other department, and we are a little bit 
up against it with some of our important people. 

Senator Corpon. Mr. Walligren, is not either the Economic Stabili- 
zation Agency or the Defense Production Administration, one of 
them, making a survey now in the field of existing electrical capacity, 
and a tabulation of prospective future needs for defense purposes? 

Mr. Apams. May I answer that? The Defense Electric Power 
Administration, since its creation, has been coming to the Commission 
for all of its information on the electric-power industry. 

Senator Corpon. In other words, it will publicize or use the in- 
formation, but the Federal Power Commission must secure it? 

Mr. Watueren. Yes. 

Senator Corpon. I know something about the case from my in- 
quiry, and I wanted to be sure that they were not setting up an agency 


there to go out into the field or search the records to do a job that 
you people have been doing for years. 

Mr. Wauieren. Weare called upon for help almost every day. Just 
before I came down here, they wanted another important man in our 
staff to do certain work. 


NUMBER OF AUTOMOBILES IN USE 


Senator Extenper. How many automobiles does your agency have 
for use? 

Mr. Securest. The Federal Power Commission has 13 automobiles. 

Senator ELxenper. How are they used ? 

Mr. Securest. One in the District of Columbia for general admin- 
istrative purposes; 12 assigned to five regional offices for river basin 
and field inspection surveys. 

Senator Exienper. How many of those are furnished with chauf- 
feurs? 

Mr. Securest. Only the one in Washington. 

Senator Ertenper. Who has the use of the one in Washington? 

Mr. Securest. The entire staff, like coming up here, or for carrying 
examiners and lawyers to hearings that we have, scattered around 
the city, and things like that. 

Senator Maypank. If there are no further questions, I am going 
to ask to be excused, and Senator Ellender will take over at this time. 



































Ses, 


Ler 


AVE 
You 
put 
ly, 


our 


“ink 
ame 
anse 
that 
. bit 
bili- 
. of 
“ity, 
ses? 
wer 
sion 


In- 

in- 
ney 
that 


Just 
our 


ave 
iles. 


nin- 
asin 


auf- 
? 

ying 
yund 


oing 
ime. 





INDEPENDENT OFFICES APPROPRIATIONS, 1952 203 


INDIAN CLAIMS COMMISSIONS 


4 STATEMENTS OF EDGAR E. WITT, CHIEF COMMISSIONER, AND 
a JAMES A. LANGSTON, CHIEF CLERK AND ADMINISTRATIVE 
, OFFICER, INDIAN CLAIMS COMMISSION, WASHINGTON, D. C. 


SALARIES AND EXPENSES 


BACKGROUND OF COMMISSION 





Senator ELLENpER (presiding). We will now hear from the Indian 
Claims Commission representatives. 

Mr. Wirt. I will have very little to say to you, gentlemen. Do you 
mind if I stand? My name is Edgar E. Witt. I am Chairman or 
Chief Commissioner, as they call me in the law, of the Indian Claims 
Commission. My associate here is Capt. James A. Langston, who is 
our chief clerk and administrative officer. 

We are an agency, as set out on this document you have here, that 
- was created in 1946 to try Indian claims that had previously been 
- tried before the Court of Claims. All claims then not pending 
| before the Court of Claims had thereafter to be filed with the Indian 
- Claims Commission. We function largely as a court, although we 
have an Investigating Division that helps us assemble the informa- 
tion and analyze it, because the proof in these old Indian claims dates 
hack, some of it a hundred years. and it involves very. very many 
large and complicated documents, and a great deal of research. 





TOTAL NUMBER OF CLAIMS FILED 


This record before you shows that during our existence there have 
been filed with us some 300 claims, 279 to be exact, making claim for 
amounts in the aggregate of about 2 billion dollars. 

Senator E:tenper. How many of those have been certified to by 
you é 

Mr. Wirr. We have decided 27 cases. 

Senator E.tenper. How many have you turned down? 

Mr. Wrrr. We have turned down all of them but three, and one of 
an award of some $297. ‘Two substantial awards have been made by 
this Commission. 

Senator Corvon. How substantial? What amount? 















APPELLATE PROCEDURE 


Mr. Wrrr. To the Choctaw Indians we made an award of $2,587,- 
835; and to the Chickasaws we awarded $902,008. Appeals lie from 
our awards to the Court of Claims, and then from the Court of Claims 
tothe Supreme Court. The Government did not appeal these awards. 

Senator Corvon. Can it appeal? 

Mr. Wrrr. Yes; it can appeal. But it accepted those awards, and 
they have been certified, and Congress has already made an appro- 
priation to pay them. 

Senator Corpon. I recall the acts. I do not recall the provisions. 


_1 would like to ask you now: Who appears in those cases for the 
Government ? 
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Mr. Wirt. The Department of Justice. And very able lawyers have 
defended these cases. 


JUDICIAL FUNCTIONS OF COMMISSION 


Senator Corpon. You do act quasi-judicially ? 

Mr. Wirt. That is right. We are really more of a judicial agency 
than administrative. 

Senator Corpon. Then if both sides do this investigation, and each 
appears by counsel to present the case, what is the necessity of your 
Commission having investigators 

Mr. Wirr. That is provided, Senator, by Congress, and we have 
had two lawyers on that work, and we did have a third one, who re- 
signed. The third man on that work was Judge Charles F. McLaugh- 
lin, a former Member of Congress, who, while working for us, was 
appointed Federal judge in the District of Columbia, and resigned. 
We are carrying forward in our requested appropriation for next 
year the desire to have his services replaced; not so much for investi- 
gation, Senator, but for helping us analyze these voluminous records; 
just like the Commissioners for the Court of Claims analyze those 
records for the members of the Court of Claims. Now the Court of 
Claims is composed of five members, I believe, and they have 14 Com- 
missioners. 


INVESTIGATION ACTIVITIES 


Senator Corpon. I can understand your needing expert help on 
analysis, but I could not understand your going into the investigatory 
field, when both sides do it now. 

Mr. Wrrr. We have made some little investigations for some In- 
dian tribes that have been unable to get lawyers to represent them and 
filed their claims in a rather informal way. We felt they deserved 
such attention as we were able to provide them with. 


NUMBER OF EMPLOYEES 


Senator Satronstatit. You had 10 employees in 1950, 11 in 1951, 
Mr. Witt, and you want 12 this year. 

Mr. Wirr. That came about in this way: During the time we had 
Judge McLaughlin as one of our lawyers one of these Commissioners 
did not have a secretary, and we were getting along with just two 
secretaries, who served as stenographers for the entire organization. 
So now we have added another secretary, who has been employed. 
Then, if we get Judge McLaughiin’s place replaced, that will be the 
three lawyers for the Commission, which will then make our total 
employees nine besides the three Commissioners. 


1951 APPROPRIATION 


Senator Sauronstatt. We actually appropriated in 1951 $91,700. 
You had some money carried over—$/,300. And you had some 
savings taken away. So actually this year you had $95,000. 

Mr. Wirr. Yes. 
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1952 BUDGET ESTIMATE 


Senator SaLronstaLL. Now, you want $99,000 for this coming year, 
most of which increase is based on putting everybody on full time. 

Mr. Wirt. That is practically the effect, Senator. Here is a mem- 
orandum a little different from what you have there. 

Senator SauronstaLu. So that if you had the same number of 
employees, 11 instead of 12 for the coming year—— 

Mr. Wrrr. I don’t believe we ever had 12; just 11. But we now 
want 12, because when we had this lawyer we didn’t have a secretary. 
Now we have the third secretary but don’t have the lawyer. 

In 1950 we first secured an appropriation—I will just take up this 
little time to indicate to you the action of this Commission with 
reference to the conservation of our funds. 

Senator ELtenper. Proceed. 


RETURN OF FUNDS OUT OF PRIOR-YEAR APPROPRIATIONS 


Mr. Wirt. Senator Saltonstall, I will call your attention to the 
fact that when we got our final annual appropriation we had to get 
it by estimate. We didn’t know just what we were going to need. 
And we secured an appropriation of $150,000. We only spent of 
that money $85,867. We returned to the Treasury $64,133 and didn’t 
employ other — that we could have used that money to employ. 
In 1949 we had an appropriation of $90,000, and we only spent $77,261. 
We returned $12,739. 

In 1950 we had $90,000 again, and we used $82,117. Now, in 1951 
we had $99,000, and we were required to make nearly 5 percent reduc- 
tion, which reduced us to $95,000, and we think that that will prac- 
tically be entirely consumed. 


EXPLANATION OF INCREASE IN EXPENDITURES 


Senator Corpon. Why do you need more money in 1951 than you 
spent in 1950? 

Mr. Wrrr. Well, because we have not had this extra lawyer that 
we ought to have had, Senator, because we have not filled the place 
since Judge McLaughlin resigned. That is the only idea we have. 

Senator Corpon. These are called investigators ? 

Mr. Wirr. They are named that in the law. But we are using 
them, as I said, more in the capacity of examiners and aides in the 
analyzing of these enormous records. 

Senator Tuyr. What would happen, sir, if you did not get the addi- 
tional appropriation ¢ 

Mr. Wirr. We probably would not be able to dispose of cases quite 
as rapidly as we can with that help, Senator. 

Senator Tuyr. And some of these cases are a hundred years old 
now ? 

Mr. Wirr. Well the facts upon which they are based are a hundred 
years in the distant past, Senator. 


ESTIMATED COMPLETION DATE OF COMMISSION 


Senator Extenper. You say you would complete your work in 
1957? 
Mr. Wrrr. Yes. 
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NUMBER OF LAWYERS 


Senator Exrenper. Would that delay you in any manner? How 
many lawyers do you now have? 

Mr. Wrirr. Two. 

Senator ELLenper. And you want another one? 

Mr. Wirt. We want another one. 

Senator ELtENpER. Do those lawyers give their full time? 

Mr. Wrrr. They give their full time. Everybody in connection 
with our Commission gives their full time. 

Senator Extenpver. And have always done that ? 

Mr. Wirt. Have always done that. 


QUESTION AS TO EXTENSION OF EXPIRATION DATE OF FILING CLAIMS 


Senator ELtenper. I notice that the time to file claims expires in 
August of ’51. 

Mr. Wirr. That is right. 

Senator ELtenper. Do you know of any move to extend that? 

Mr. Wirt. Yes. 

Senator Ertenper. You are not for that, are you ? 

Mr. Wirr. Well, it is just up to Congress. 

Senator Extenper. I am asking you if you think it is necessary. 
Do you think it ought to be done ? 

Mr. Wirr. Well, I will say this. It has been very difficult, Sen- 
ator, for a lot of Indians to find lawyers who are willing to take their 
cases on a contingent basis, and they have not had the money to pay 
out in cash fees to do it. And I think Congress wants every Indian 
tribe to have its day in court and not be back bothering Congress with 
these claims. Ifthe Indian tribes and those who represent them think 
that they have not had the time to assemble the necessary informa- 
tion by reason of the long-ago records that must be examined to do 
it, it is not unreasonable to think that they might need another year 
within which to file these claims. 

Senator Ettenper. Are there any further questions? 

Thank you very much. 

Mr. Wrrr. Thank you, Mr. Chairman. 


INTERSTATE COMMISSION ON THE POTOMAC RIVER 
BASIN 


STATEMENTS OF HAROLD A. KEMP, CHAIRMAN, AND EDWIN RB. 
COTTON, DIRECTOR, INTERSTATE COMMISSION ON THE POTOMAC 
RIVER BASIN 


FUNCTIONS OF COMMISSION 


Mr. Kemp. Mr. Chairman and Senators, I am Harold A. Kemp, 
Director of Sanitary Engineering for the District of Columbia, and 
Chairman of the Interstate Commission on the Potomac River Basin. 

Mr. Cotton will give the detailed justification of the estimate. 

I want to point out that the work of the Interstate Commission 
is an ouneidiaig example of accomplishment through cooperation. 
I want to support that by two examples: (1) The protection of 40 
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uare miles of Federal land in the Washington metropolitan area; 
and (2) the rotection of 80 square miles of Federal land at Fort 
Belvoir and Quantico, Va. 


STATE CONTRIBUTION 


Senator SautronsraLL. May I ask this question? Pennsylvania, 
West Virginia, Virginia, Maryland, and the District of Columbia, as 
well as the Federal Government, are contributing to this project a total 
of $29,000. 

FEDERAL CONTRIBUTION 


If the Federal Government appropriates its share of $5,000 for 
this year, is it your expectation, or is it your knowledge, that these 
various States are going to put in their shares? 

Mr. Kemp. I know they will put in their shares. 

Mr. Corron. Senator, they have already appropriated their money. 

Senator SatronstaL. So that if this project is going to go forward 
and continue to go forward, then is there a legal obligation for the 
Federal Government to put up $5,000? Or is it moral? 

Mr. Kemp. It is a moral obligation. 

Senator Satronstauu. This is all moral? 

Mr. Kemp. No, sir. Under the compact the Federal Government 
is to pay its proportionate share for the operation of this Com- 
mission. ‘That was approved by Congress in July of 1940. 

I want to state one thing: The States feel that in view of the huge 
holdings of the Federal Government in the Potomac River Basin, 
1,600 square miles of land, as well as their direct interest in pollution 
abatement, the Federal Government should at least pay half of what 
the States pay, including the District of Columbia. 

Now, one comment was made about the District of Columbia 

Senator Corvon. Just a minute, please. What relationship has 
the number of square miles of territory on the Potomac River to 
that? 

Mr. Kemp. It is about one-ninth. 

Senator Corvon. No; what does that have to do with what you are 
doing? That is what I am trying to get at. 

Mr. Kemp. We are trying to protect the park lands the Government 
holds through cooperation of States, municipalities, and the Federal 
Government. Not only that, but right now we are engaged in pro- 
tecting the health of all the people in the Washington metropolitan 
district from a possible septic condition in the Potomac River. 

Prior to World War II, our river was in fairly good sanitary 


condition. Right now, the river would become septic if we had dry 
weather flows such as occurred in 1930 and 1931. 

Senator Corvon. What can you do about that? You cannot make 
rain. There are some folks who can, but you are not engaged in that. 


POLLUTION CONTROL 


Mr. Kemp. But we are taking proper steps to abate the pollution 
Which is a menace to the health of all in the area. 
Senator Corvon. What are you doing in that field ? 
81845—51——14 
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Mr. Kemp. In that field I, as a member of the Commission, and the 
other two Commissioners from the District of Columbia, have con- 
vinced the Commissioners of the District of Columbia of the necessity 
of making an $11,300,000 addition to the sewage-treatment plant of 
the District of Columbia. Not only that, but we have similarly con- 
vinced the State Water Control Board of Virginia, and the State 
Water Control Board of Virginia has issued orders against the Vir- 
ginia communities in this area requiring them to install facilities at 
a cost of about $10,000,000. The Washington Suburban Sanitary 
Commission, which is the Maryland area around the District of 
Columbia, a number of years ago before the Commission existed, 
went along on their own merry way and built facilities without co- 
operation of any sort. They have built a plant out on the Anacostia 
River that even though it were extended to a complete treatment 
plant could not maintain a satisfactory and safe condition in the 
Anacostia River, safe to our health. We have got the District of 
Columbia, the Maryland, and the Virginia communities together, and 
we are taking over all the nearby Maryland sewage for treatment at 
the District of Columbia treatment plant. 

This Commission has done canes in the short 10 years of its 
existence. I think for six of those years the Federal Government 
made no contribution to the Commission and in recent years when the 
States increased their appropriations the Federal Government failed 
to increase its funds. Since its first appropriation in 1949, it has been 
contributing $5,000 per year. 

Senator SatronsTatu. May I ask this question: How much are you 
getting from outside Government departments? For instance, I see 
there is a fellowship here. 

Mr. Kempe. Let me explain that to you. The money is allocated to 
us by the Public Health Service for specific projects and limited to in- 
dustrial wastes studies. It costs the Commission money to operate such 
a research project, above the moneys turned over by the Public Health 
Service. They do not give us a penny toward running this Commission. 

We got $8,000 last year for an industrial survey. And what was it 
this year, $10,000 ? 

Mr. Corron. Ten thousand. 

Senator, to answer your question, may I just say this. The only 
money the Commission gets outside of what you see in this tabulation 
is this $8,000, which we have just mentioned, from the Public Health 
Service. That comes to the Commission under Public Law 845, 
which created the Water Pollution Control Division in the Public 
Health Service, and provided for funds for surveys and investigations 
and research work on industrial waste to be given as grants to the 
States and interstate pollution control agencies. The money must 
be spent on the particular project approved. In spending this money, 
the Commission must use some of its own funds to carry out the project 


in full. 


TRANSFER OF FUNDS FROM UNITED STATES PUBLIC HEALTH SERVICE 


Senator Sauronstatu. So that the Federal Government actually is 
contributing, in addition to this $5,000, $8,000 on a grant from the 
United States Public Health Service for a specific purpose? 

Mr. Corron. For a specific purpose; not for the administration of 
the Commission. 
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Mr. Kemp. A specific purpose which will be of benefit to all areas, 
and not just our area. 
Senator Ettenver. What is the money used for? 


SURVEY OF INDUSTRIAL WASTE 


Mr. Corron. The money in the past year was used for a survey of 
the industrial wastes in what we know as the Luke-Cumberland area. 
It is the area on the north branch of the Potomac around Cumberland, 
Md. That is a highly industrialized section which is grossly polluted. 
It isa very complex problem, having acid mine waters and numerous 
industrial wastes in the picture. 


AMOUNT FOR RESEARCH ON ACID MINE WATERS 


Senator ELLeNnvER. Do you expect to get $8,000 more this year? 

Mr. Corron. $10,000 has been granted to the Commission for the 
1951 fiscal year. 

Senator Ertenper. What are you going to do with that? 

Mr. Corron. That money is to be used for research on acid mine 
waters; in other words, the means of abating pollution of acid mine 
waters, which is a problem nobody knows the answer to yet. It isa 
problem the solution of which would be of value nationally, not just 
for the Potomac Basin itself. 

And because it is a problem which is critical in this area, and will 
affect the Nation as well as the Potomac Basin, the Commission decided 
the money would be spent for that particular purpose. 

Senator Ettenver. Is your Commission empowered to do that which 
you are asked to do by the Public Health Service? 

Mr. Corron. The Public Health Service? Yes. 

Senator ELLenpeER. You do a lot of that, do you not? 

Mr. Corron. Not that type of research, not generally, although we 
have the power to do it. It is not necessarily one of the duties of the 
Commission. 

Senator EttenpeR. Do you do any of it? 

Mr. Corron. Not the research, no. 

Senator Extenper. The reason I ask: The Government, the Fed- 
eral Government, here, is contributing in two ways, the 10 and the 5. 

Mr. Corron. That is true. However, Senator, we would rather not 
get the 10, because it costs the Commission money to do it. 

Mr. Kemp. It costs us money out of your $5,000 to supervise and 
administer. 

Senator Etrenper. How did you come to get it? Did you ask for 
it, or was it simply thrown in your lap? 

Mr. Corron. It was offered to us. It was more or less thrown in 
our lap. 

Senator Corvon. You have only spent $5,000 of the $8,000? 

Mr. Corron. During the first year, yes. That is all that was spent 
during the first year. 

Senator Corpon. Now you want to have available the balance of 
the $8,000 plus $8,900 more ? 

Mr. Corron. That was given to the Commission. 

Senator Exritenpver. They are going to find use for it, Senator. 

Mr. Kemp. The use was specified. 
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Mr. Corron. It was specified for a particular project. The Com- 
mission did not actually get the funds until about December of the 
fiscal year; and, of course, in research work you cannot go and spend 
money just in any length of time. And so the Commission only 
spent the money that was useful and could be efficiently expended. 
The project, though, was not completed during that first year, and 
additional money, of course, was needed to complete the project. So 
the Public Health Service allowed the Commission to spend the bal- 
ance of money in the following fiscal year to complete that particular 
project. 

Senator Satronsta.y. Let me ask you one more question, if Senator 
Cordon is through. 

AMOUNT FOR PUBLICITY 


Your publicity in 1949 was $820.14. You jumped your publicity 
from that amount to $2,625.14 in 1950. Why did you need so much 
money for publicity ? 

Mr. Kemp. Senator, I want to tell you of a campaign we carried 
on in Arlington County. We were told that the sewage-treatment 
bonds in Arlington County would be defeated. We carried on a 
campaign to support their bond issue. Here are 125 different news 
releases since last September that we have had on that. The bond 
issue carried 3 to 1, and an issue of school bonds voted on at the 
same time was actually defeated, believe it or not. That is how effec- 
tive our campaign as to the health aspect has been. And it was based 
mainly on the fact that when the river is polluted, even though you 
do not use the river, insects can carry the disease from the river to 
the people in this area. 

Now, I take the position, as Chairman of the Commission and Di- 
rector of Sanitary Engineering of the District of Columbia—and 
we have discussed this with the United States Public Health Service— 
that I cannot take chances, and the Commission cannot take chances. 
Suppose, for instance, there is a 50 to 1 chance against an epidemic 
occurring if you had a septic river. I can’t even take that one chance. 

Senator SatronsraLt. What you say is that it is part of your duty, 
then, to see that this bond issue is put through and voted on favorably ? 

Mr. Kemp. That is correct. 

Senator EL.enper. Because of the health questions involved ? 

Mr. Kemp. That is correct; yes, sir. 

Mr. Corron. Senator, the compact creating this Commission re- 
quires the Commission to carry on a public-relations campaign 
throughout the basin. That is one of the things in the compact that 
we are required todo. The reason we only spent $800 in one year and 
$2,600 or more the next year is because the Commission has never 
received sufficient funds to adequately carry on the program, and 
yublicity has been the item that has suffered in every case. It just 
Seamaaad that in one year we lad less money to spend than we had the 
following year for that particular purpose. 

Senator Ettenper. Are there any further questions? 

Mr. Kemp. Let me make one additional comment, please, in respect 
to Senator Cordon’s comments on the war effort. 

We feel definitely that we must protect the health of everybody in 
this Washington metropolitan area. 

Senator Corpon. You have taken over a big chore. 
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Mr. Kemp. And for that reason we feel that our work is absolutely 
necessary ; very, very necessary. 

Senator Ettenper. If there are no further questions, the commit- 
tee will stand in recess until 10:30 a. m. Monday. 

(Whereupon, at 12:55 p. m., Friday, April 6, 1951, the committee 
recessed to reconvene Monday, April 9, 1951, at 10:30 a. m.) 





